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Bring Your Investment List 
Into Line With the Outlook 


OW is the ideal time for the investor who has been waiting for 

the situation to clarify, to undertake the revision of his invest- 

ment portfolio so as to bring his holdings into line with the economic 
prospect and the developing market trend. 


F particular importance right now is the earnings outlook. The 

first response of securities to the change in the business situation 

was based mainly upon hopes and expectations. That phase has 

passed. Enough is known of third quarter business, supplementing 

the reports already in hand for the first half of the year, to enable 
the investor to shape his investment policies along definite lines. 


ITH our aid and supervision you are placed immediately in 

position to know (a) just which of your present holdings 
should be retained regardless of intermediate market fluctuations, 
(b) just which of them should be disposed of even though current 
market activities may, superficially, suggest otherwise, and (c) what 
replacements to make. Following the revision of your portfolio and 
the adoption of the investment program especially prepared in 
accordance with your requirements and objectives your progress is 
kept under personal supervision and every step is specifically directed 
by us. Opportune buying suggestions, selling recommendations, 
attractive replacements—all fit exactly into your portfolio and 
resources, for everything is personal and individual. 
group advices; nor any speculative recommendations. 


There are no 


The cost is moderate. For complete information clip and mail the 
coupon below—or write a letter if you prefer. 


pamphlet to day 


Z, 


Tax FINANCIAL WORLD RESEARCH BUREAU 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation to me) how your personal 
supervisory service would assist me to adopt a progressive investment program. I enclose 


a list of my investments (showing the number of shares and their original cost) to guide you 
in telling me just how The Financial World Research Bureau will aid me. 8-23-33 
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orto Guenther, Audit Bureau 
in 1902 The Financial World was established to diffuse the truth about investments, has constantly maintained this atti- of Circulations 
ad tude, and will continue to do so, confident in its belief that as long as it dings to this ideal it can count upon the 
Support of the investing public. 
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Need for Open-Minded Investment Policy 


Securities Selected Now Should Afford Protection 
As Well As Profit Possibilities 


ECENTLY an investor called at 
R our offices “to get personally 
acquainted.” He explained 
that he regarded himself as a success- 
ful investor. His carefully chosen 
and substantial list of investments had 
suffered but little depreciation during 
the depression period. The income, 
he felt, had been satisfactorily steady. 
He attributed his success as an in- 
vestor to (1) the analysis he made of 
each security, its company and indus- 
try, and to (2) diversification of his 
holdings. 

In the latter he took his chief pride, 
for diversification, as every investor 
knows, is a protective measure. His 
well-balanced list was diversified by 
groups, industry, geographical loca- 
tion, type of securities, term, income 
and marketability. Any investment 
counselor or student of investments 
would have approved that list. Re- 
sults proved that he had accomplished 
his purpose—obtained protection and 
income. 


Missing Opportunities— 

“But,” he injected, “times are 
changing. I am missing valuable op- 
portunities because I have schooled 
myself to judge securities from the pro- 
tective and income viewpoints alone. 
I do not understand the standards that 
should guide me today. What I want 
is the help of someone who has a per- 
ception of what the new conditions 
actually mean and with a record for 
knowing now practically to meet 
changing conditions.” 

Many investors are experiencing the 
same trouble. They have acquired the 
habit of seeking only protection for 


their capital. Unconsciously, they 
have permitted their minds to become 
closed to recognizing appreciation or 


profit opportunities, as a purpose of 
investment. 


Diversification by Method 
Needed— 


Today, the diversification that pro- 
vides protection is just as noe as 
ever. But of equal, or perhaps greater, 
importance is the need for diversifica- 
tion of method—an awakening of in- 
vestment minds closed to present-day 
conditions and opportunities. For, 
after all, doesn’t the investment pro- 
gram which gives ae oo consideration 
to appreciation afford the only true 
protection ? 

There are but few who will gainsay 
the fact that the large investor (even 
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By A. W. WETSEL 


though wholly dependent upon his 
securities for income) now should em- 
ploy part of his capital with a view 
toward profitin appreciation. 
In other words, by diversifying his 
methods, he should retain the staunch 
protection provided by‘the well-known 
principle of sound investment diversi- 
a a the advantage gained by 
further diversification providing for 
holding some carefully chosen securi- 
ties selected for their appreciation 
possibilities. 

Similarly, for the smaller investor 
who is building up his capital or seek- 
ing to recoup losses, an open-minded 
method of following a well directed 
program of buying selected securities 
for their probable appreciation and 
accepting earned profits presents excel- 
lent possibilities at the present time. 


What the Investor Should 
Know— 


How then, you may ask, is one to know 
in which securities to invest? Do the same 
rules or standards that enabled the above 
mentioned investor to so thoroughly diver- 
sify and protect his holdings apply? 

No, they are not likely to apply. That 
was the limitation he felt in his own judg- 
ment. 

And, furthermore, the standards which 
enabled him to select his list largely were 
statistical. In a recovery period statistics 
lag. They are records of what Aas hap- 
pened and as such are incomplete guides. 

To take advantage of current apprecia- 
tion opportunities, it is desirable, if indeed 
not essential, to know what to buy, when 
and at what price—and when to capitalize 
an earned appreciation. 


Price Governing Factors— 


Except for those occasional few who are 
privileged to gain pertinent information in 
advance, such knowledge is most accurately 
obtainable through interpretation of the 
technical factors which govern § market 
trends and security prices. For within the 
market are numerous irresistible forces con- 
stantly working for the advance or decline 
of security prices. 

Through many years of study and re- 
search and long experience as market con- 
sultants, the Wetsel organization has de- 
veloped the widely-recognized Wetsel 
method of directing security 
purchases and sales through 
interpretation of these techni- 


and conservation problems to the small se. 
curity buyer seeking to build up his capital, 
As, for instance, these services: 


Capital Appreciation Service— 


This is a new type of individual inves. 
ment counsel service developed at the re 
quest of clients seeking conservative ap. 
preciation guidance for funds ranging from 
$10,000 to $100,000. Such service is made 
possible because the major part of the man. 
agement fee is derived from a_ percentage 
of earned profits. 

The operation of this Service is clearly 
and simply described in a specially pre. 
pared loose-leaf booklet entitled “Capital 
Appreciation Service.” It unfolds the 
Wetsel methods and philosophy governing 
the ways in which—on an outright pur. 
chase basis—to take judicious advantage of 
appreciation opportunities and rebuild capi- 
tal so as to restore and increase ultimate 
income. 


Wetsel Market 
Recommendations— 


A service lesser in scope designed for 
those primarily interested in market move. 
ments. 

Have you ever been puzzled to know 
what securities to buy, when and at what 
prices? When you own. stocks, is it’ diff- 
cult to decide whether to hold or sell? 
Most investors are bothered by these per- 
plexing decisions <hat must made. 

Many investors all over the country look 
to this organization for such positive direc 
tion. They realize that their chances of 
taking profits from the market are enhanced 
if they are well informed and advised. 

The Wetsel philosophy of investment, a 
frank discussion of the vital problems af- 
fecting true conservatism and capital growth 
and an outline of this service are given in 
our booklet, “How to Protect Your Capital 
and Accelerate Its Growth.” It exposes in- 
vestment fallacies that have proven to be 
costly guides—it shows how this method 
protects and builds up capital for both large 
and small investors. 


Booklets Sent Free— 


Either or both of these booklets may be 
had free on request. Send for the one you 
think suited to your case—or for both. 
There is no cost or obligation. And it may 
be the first step in opening up a new way 
to capital protection and capital growth. 
Mail the coupon now. See for yourself 
what this plan has to offer. 


A. W. Wetsel Advisory Service, Inc. 
Investment Counsellors 
Chrysler Building New York 
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cal factors. These deductions | A, W. Wetsel Advisory Service, Inc. 
and recommendations, especially 
valuable in the present market, I Chrysler Building, New York 
are available at moderate cost. | Please send me, without obligation, the booklet (s) 
checked below: 
For Every Investor’s ' ( ) “Capital Appreciation Service.” 
Needs— , ( ) “How to Protect Your Capital and Accelerate 
Its Growth.” 
Under personal direction, 
Counselors provides services 
—from the institutional or large 
individual investor with income | City ............. 
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The | 
Market Situation 


@4HIGHLIGHTS P 


Business waits on outcome of Code Con- 

ferences — Trade showing less than usual 

seasonal decline — Market influenced by 

commodity price fluctuations — Usual 
fall advance in business expected 


aie 


long when momentous changes in industry are 

under way. They are quick to seize upon any 
outstanding speculative incentive, and the uncertain 
position of the commodity exchanges provided one last 
week. The stagnation of trading on the grain markets 
up to August 15, and the perpendicular declines of 
5 cents in wheat, 4 cents in corn, and 3 cents in oats 
(the maxima allowed under the trading regulations) 
last Wednesday were accompanied by a fairly sharp 
reaction in the stock market, which was greatly influ- 
enced by the abnormal situation on the grain ex- 
changes. When wheat rallied sharply on the following 
day, after another maximum decline at the opening, 
the share market followed suit. Reports of formation 
of a large pool, with strong backing, to take care of 
distress offerings in the grain markets, found the 
nervous markets responsive. 


MV inne we generally do not remain static for 


THE other major influence upon the stock market 

was undoubtedly the delay in the adoption of codes 
for the steel, coal and oil industries, arousing doubts 
as to the outcome of the Administration's NRA pro- 
gram. The recession in business since mid-July, partly 
due to normal seasonal influences, and partly the result 
of NRA code uncertainties, although of much smaller 
than normal seasonal proportions, nevertheless tended 
to reduce public participation in the markets, causing 
them to respond more readily to such transitory devel- 
opments as make their appearance, giving them a 
greater importance marketwise than they would as- 
sume under other circumstances. 


T° OBTAIN an intelligent perspective of the long- 

term trend, there are certain developments in 
prospect for the fall which must be appraised and 
weighed. It is hardly likely that the Administration, 
having proceeded thus far with its industrial recovery 
plans, will sit idly by and see them disrupted by 
falling prices. It is especially committed to a higher 
level in commodity prices than now prevails, notwith- 
standing the decision last week of the Chicago Board 
of Trade to remove its artificial peg and allow quota- 
tions to resume their normal course. For the weak- 
hess in commodities, in the face of the crop shortage, 
the plausible explanation is that it resulted from a tech- 
uucal situation brought about by previous speculative 


excesses. 
the upward trend should be resumed. If this should 
not happen, the President still will have in reserve 
the powers conferred upon him to apply the inflation 
needle. 


THE industrial indices of the week reflect the sea- 


As soon as that situation is corrected, 


sonal recessions but they are of much smaller pro- 


portions than the usual summer decline, and in 
comparison with last year do not detract from other 
indications which lend encouragement to the expecta- 
tion of a sizeable fall upswing. 
this usual summer development, quite properly the 
question arises whether the tendency of industry to 
wait upon the acceptance of the principal codes has 
not super-induced part of the drop in car loadings, 
steel production and elsewhere, and whether, when 
this factor is removed, a sharp snap back will not 
follow. This is one of the intangibles to which due 
weight must be accorded in order to gauge correctly 
the probabilities for industrial activity this fall. 
stock market is apt to give such factors quick recog- 
— before they are translated into accomplished 
acts. 


In connection with 


The 


IN THE absence of speculative incentives not only 


is it natural for the market to follow the course 


of least resistance but also for prices to show erratic 
changes. 


For this reason, these intermittent move- 
ments through which the exchanges have recently 


been passing probably carry no great significance. 
The public evidences a stand-off attitude and plainly 


indicates, in the small daily volume of trading, that 
it is not liquidating. Odd lot dealings, on the 
contrary, point to accumulation. Due consideration 
must also be accorded to investment capital which 
continues to accumulate and which will make its 
appearance marketwise when the industrial program’s 
possibilities become more clarified. This possibility is 
suggested by the popular success of the last Govern- 
ment financing. 


“THERE are no cogent reasons why long-term in- 

vestors should not take advantage of temporary 
market dips since the weight of tangible evidence indi- 
cates considerable industrial activity this fall. 
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Note: The trend of the Stock Averages turned moderately 
downward last week, with the Volume of Sales and Number of 
Issues Traded continuing at low levels in comparison with a month 
ago. Brokers’ Loans were steady. 
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The Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


Further signs of belated seasonal slackening of general 
business are making their appearance but the recessions so 
far reported are quite moderate and, in fact, insignificant 

mae compared with the large gains registered 
Trade : between the middle of March and the middle 
Temporarily of J uly. We are likely to experience several 
Slower more weeks of further declines by important 
lines, but the situation is already shaping itself in a manner 
that indicates rather definitely that the dip will be merely 
seasonal and nothing more. For instance, while steel ingot 
output has declined from 59 per cent of capacity to around 
57 per cent, there is ahead the Navy’s building program 
calling for 37 vessels, the Federal works program is shortly 
to get under way, and similar works programs to be financed 
by Government loans to some twenty or more states. 

The first week of this month saw a drop from about 64,000 
units to 57,000 units in automobile production, but much of 
this decline was reported as due to special reasons, and 
coming weeks are expected to make up the lost ground. Rail- 
way traffic in the last week of July receded somewhat, al- 
though a small gain was the seasonal expectation. Another 
decline has been forecast for the following week, but this 
would be entirely normal, the first week of August usually 
showing a moderate dip, succeeded by a smaller gain in the 
second week. From that point on, the usual trend is upward 
(interrupted by Labor Day week) until the latter part of 
October, from which time the trend is downward to the end 
of the year, the drop from the October high often running 
as much as forty per cent. 

New construction still awaits stimulation from Government 
sources, figures for the last week of July declining sharply 
(on a daily average basis) to the levels of the latter part of 
May. Nevertheless, residential construction, which is the 
most barometric division of the building field, is holding up 
relatively well, and for July as a whole was about 20 per 
cent ahead of the same month of last year. Textile activity 
continues to sag, a development that will doubtless continue 
for some weeks more until progress is made in reducing some, 
of the .present inventories and until the industry is able to 
make the adjustments imposed by its new code of operations. 

With the country’s industrial organization in the midst of 
code making and changes necessitated by the temporary 
blanket code, it is not surprising to find evidences of a spirit 
of caution here and there in the matter of plans for the future. 
It might very well have been that, had it not been for the 
NRA campaign, the summer would have been negotiated 
without even the small seasonal business recession now being 
witnessed. However that may be, increasing employment 
and the raising of wages in the low brackets is, on the whole, 
putting a solid foundation under the business structure and is 
providing the basis for additional substantial gains. 


No significant change has recently occurred in the credit 
situation. Although there is no sign that the Federal Reserve 
Board has in any way changed its policy of trying to induce 
member banks to expand their outstanding 
. credit, the latter has shown the second sub- 

Outstanding stantial decline in as many weeks, the latest 

Credit drop amounting to $105 millions as against 
$104 millions in the week before. However, breaking down 
the bank statements it is found that the Chicago District 
alone was responsible for the bulk of the changes, although 
other areas also helped along the movement. 

The month of July, which was a period of generally rising 
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Contraction in 


industrial activity, saw commercial loans decreased by $39 
millions. Demand deposits continued to slip away, declining 
$167 millions during the four weeks; to offset this drop, the 
banks disposed of $155 millions of their Government securi- 
ties. With security prices at the end of July lower than at 
the beginning of that month, it is not surprising that loans 
against security collateral showed a net decrease of $16 mil- 
lions. This item’s fluctuations in large degree reflect devel- 
opments in the securities markets, and can be expected to 
follow an upward trend upon any resumption of public in- 
terest in stocks. So far as commercial loans are concerned, 
with the seasonal recession now under way in a number of 
important lines it is unlikely that much change will be seen 
until the fall months in the amount of credit employed by 
business. 


Conflicting reports, discussions and rumors concerning the 
prospects for inflation continue to be accorded prominent 
space in the public press, with soft pedaling of inflation talk 

Gold Cut just prior to the offering of new Government 

Might Not bonds, and revival of such talk following the 
Bring Higher heavy oversubscription to that offering, oc- 

Prices casioning considerable comment. The visit to 
Hyde Park by Presidential advisors who are known to favor 
inflationary tactics was naturally seized upon as a basis for 
further rumors. 

As a matter of fact, a cut in the gold content of the dollar 
at this time would probably have little effect (other than 
temporary) upon prices. Prices have already moved upward 
substantially in anticipation of such a move and a gold re- 
duction to, say, 74 cents, would merely be an adjustment 
to the level at which the dollar is currently quoted in the 
foreign exchange markets. In other words, a cut to the 
equivalent of the international quotation of the dollar would 
do little more than recognize the discount at which our 
monetary unit had already fallen. The situation would be 
analogous to that in France in 1928, when that country re- 
turned to the gold standard on the basis of 3.9 cents to the 
franc instead of the old value of about 19 cents, and in 
Italy in 1927, when the gold content of the lira was placed 
at about 5 cents as against its former 19-cent gold value. 
Prices in those countries had already risen in anticipation 
of such moves; the actual declaration of the new standards 
had no important effect on the respective price structures. 
Thus the same situation would prevail in England if the 
pound sterling were officially placed back on the gold stand- 
ard with a reduction of 30 per cent from its old gold back- 
ing. That action would not, per se, result in further price 
inflation. On the contrary, it would be a step toward price 
stability. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 
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THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise, miscellaneous and less-than-carload freight traffic. Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years 1925-1928 is used as the base. 
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OST of the corporate income 
M accounts so far released, cover- 

ing results of operations during 
the second quarter of this year, reflect 
the initial phase of the industrial re- 
covery movement. Not all companies, 
however, were able in that period to 
increase earnings or reduce losses, and 
divergent trends as among the individ- 
ual lines of activity are at all times 
apparent—in years of general pros- 
perity as well as years of wide spread 
depression. Thus, while the general 
trend in coming months may be toward 
more satisfactory operations and earn- 
ings, all industries will not participate 
in the improvement to the same degree, 
and second quarter results considered 
in connection with underlying funda- 
mentals provide good working tools 
with which to fashion opinions con- 
cerning probable developments over the 
remainder of the year. 


AMUSEMENT: The turn for the better 
in motion picture theatre attendance 
registered last month following a con- 
tinuous downward trend for more than 
three years, should be reflected in 
smaller losses for the big movie com- 
panies as the year progresses but it 
is doubtful if many divisions of the 
industry will show important profits 
until remaining financial uncertainties 
are clarified. The reorganization of 
the larger units in receivership is 
progressing and may be completed this 
year but with little benefits accruing 
to the common stockholders. Amuse- 
ment, like most luxuries, enjoys its 
more profitable earnings periods dur- 
ing prosperious times and thus re- 
covery in this industry will like lag 
behind that in other fields. 


AUTOMOBILE AND ACCESSORY: Indi- 
cations are that the sensational gains 
in the earnings of companies in these 
groups in the second quarter of 1933 
will be maintained in the Septem- 
ber quarter, since the usual summer 
recession has thus far failed to ma- 
terialize, production and sales having 
continued at about the same relatively 
high rate in July as in June. August 
promises to be another good month. 
The impressive recuperative powers 
shown by the stronger units in the 
automobile and accessory groups augur 
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well for 1934 earnings, since total sales 
for 1933, despite recent gains, will ap- 
parently be substantially below normal 
replacement demands. 


AVIATION: The major air transport 
companies for the first time in their 
history will probably show small oper- 
ating profits for the full year 1933. 
These companies, however, are depend- 
ent to a large degree upon Government 
air mail contracts, and Federal econ- 
omies may continue to hinder develop- 
ment of a substantial earning power 
for the transport units. Aeroplane 
and aeroplane engine manufacturers 
have begun to reflect better demand 
for their products from transport com- 
panies and there is a steady improve- 
ment in takings from the domestic 
commercial field and for export. ‘“Pay- 
point” has been reached by many pro- 
ducers and barring unforeseen curtail- 
ment in Government procurements for 
the Army and Navy, moderately ex- 
panding earnings should be realized 
from this point forward. 


CHEMICAL: As a group this industry 
has weathered the depression remark- 
ably well and by increased efficiency 
has obtained such control over produc- 
tion costs that only moderate gains in 
volume of business are necessary to 
result in highly satisfactory increases 
in net. Being, in the aggregate, a 
producers’ goods industry, chemical 
companies are among the first to feel 
the results of the present trend of gen- 
eral business recovery in their income 
accounts. Current indications are that 
earnings for the remainder of 1933 
should greatly exceed those reported 
for the same period of 1932, which in 
itself was much more satisfactory for 
this industry than for most other lines 
of activity. 


CONSTRUCTION: The building indus- 
try, like real estate, is expected to be 
laggard in responding to recovery in- 
fluences in a normal business cycle, 
but its réle in the present situation has 
been elevated to a position of greater 
importance by the huge Government 
construction program calling for ex- 
penditure of $3.2 billions of Federal 
funds.’ Even without this stimulus 
there have been recent signs of im- 


provement in this field from the very 
low base established in 1932, and the 
direct aid of Government plans added 
to the normal influences of recovery 
should cause many companies in this 
industry to show marked earnings im- 
provement in the next six months and 
year. 


COPPER: The upturn in business activ- 
ity this past spring and summer has 
been sufficient to bring a steady reduc- 
tion in stocks of copper on hand, 
although the absence of official copper 
statistics makes definite measure of 
this progress impossible. Neverthe- 
less, the improvement has removed to 
a large extent the buyers’ market ad- 
vantage, enjoyed for the past three 
years, and has raised the domestic 
price of copper from its 5-cent low to 
the current price of 9 cents a pound. 
At this level some of the lower cost 
producers, such as Phelps Dodge, Ken- 
necott and Magma, should be able to 
show a profit before depletion, which 
will be augmented by further success 
of the recovery program through. the 
medium of increased copper consump- 
tion and higher prices. 


ELECTRICAL EQUIPMENTS: Recovery 
in earnings of the electrical equipment 
manufacturers has been slow, due to 
the fact that demand for heavy duty 
equipment has continued at low ebb. 
Surplus facilities of the electrical utili- 
ties have permitted caring for in- 
creased demands for power without 
additional installations while the elec- 
trification programs of most steam rail- 
roads have had to await improvement 
in the credit position of these carriers. 
Evidence is accumulating that effec- 
tive demand in both markets will not 
be withheld for a further extended 
period; this back-log coupled with 
moderately improving conditions in the 
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domestic electric appliance field should 
insure steady earnings progress as the 
recovery program develops. 


FARM EQUIPMENT: Improved prices 
for agricultural commodities and en- 
hanced farm purchasing power have 
created a somewhat better outlook for 
farm implement manufacturers. The 
first result will be a substantial reduc- 
tion in their accounts receivable 
whereas orders for new machinery are 
likely to remain at a low ebb in the 
near future, purchases being mostly 
concentrated upon parts for repair 
work. The government’s farm relief 
program, calling for acreage reduction, 
also may mean less demand for ma- 
chinery. Possible large orders from 
the Soviet after official recognition of 
that country give some_ speculative 
flavor to the farm implement situation 
but would not be reflected in this 
year’s earnings. 


FOOD: The group that suffered least in 
the depression, food companies should 
show satisfactory earnings gains over 
the remainder of the year, but in- 
creases will not be as phenomenal as in 
other lines that are coming up from 
an extremely low base. The new 
processing tax will not be a factor of 
importance, and earnings for the cur- 
rent half year will be better than those 
for the first six months. 


MERCHANDISING: While the second 
half of any year is seasonally more 
profitable for the chain and depart- 
ment stores, the prospects for last six 
months of 1933 have been improved by 
the Government program for increased 
purchasing power. Several leading 
chain store systems have already 
registered sales increases during the 
past three months and the decline in 
department stores, as compared with 
a year ago, has narrowed considerably. 
Shorter hours and increased wages be- 
ing enforced under the Recovery Act 
may tend to reduce profit margins of 
some merchandisers if sales volume is 
not expanded sufficiently to make up 
the difference. On the whole, results 
for 1933 should be moderately better 
than in 1932 but there will be few 
instances of sharply increased earn- 
ing power. 


PUBLIC UTILITIES: Agitation for 
further reductions in utility rates plus 
actual and prospective increases in 
taxes, over and against expanding out- 
put and revenues, are the opposing 
forces influencing current and prospec- 
tive utility profits. Generally rising 
price levels coupled with a more de- 
termined stand by the utilities in the 
matter of lower rates should ulti- 
mately change public attitude on 
“emergency rates” and improve credit 
standing of the units of the industry. 
Lower rate schedules and higher taxes 
have been offset in part by permanent 
operating economies and continued ex- 
pansion in demands for utility services 
will ultimately result in higher earn- 
ings. 
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RAIL EQUIPMENTS: The sharp increase 
in railroad traffic since the first quar- 
ter of 1933 and the good traffic pros- 
pects for the au:umn months, together 
with the l:rge amount of railroad 
equipment in bad repair, give promise 
of a substantial revival in this indus- 
try. The need for additional equip- 
ment is reflected first in large increases 
in activity in the railroads’ own shops 
and second in the rate of production 
of those manufacturers who specialize 
in replacement parts. Consequently, 
earnings recovery by the car and loco- 
motive manufacturers may be delayed 
for a few months. However, as the 
railroads’ financial condition improves 
substantial orders should be forth- 
coming. 


RAILROAD: Present upward trend in 
traffic and earnings promises to con- 
tinue, perhaps beyond the usual sea- 
sonal peak in October. Startling 
earnings could be shown by numerous 
roads in the second half of the year, 
but resumption of maintenance outlays 
will doubtless tend to moderate later 
earnings gains. Results for 1933 as 
a whole will greatly exceed those of 
last year. 


STEEL: From about 14 per cent of 
capacity in the middle of March steel 
operations expanded to about 59 per 
cent in the latter part of July, and 
the tapering off since then has been 
quite insignificant compared with the 
usual summer recession in this indus- 
try. Many companies have been re- 
stored to a profitable operating basis, 
even after heavy bookkeeping charges. 
Costs may be increased somewhat 
under the NIRA program, but prices 
have already advanced moderately and 
may score further gains if the antici- 
pated autumn pickup in demand is 
forthcoming. The railroads and new 
construction provide the chief sources 
from which further material gains in 


AN IMPORTANT NOTICE 
TO USERS OF THE 
CONFIDENTIAL ADVICE 
SERVICE 


Inquiries directed to the 
Confidential Advice Depart- 
ment must be accompanied 
by a self addressed, stamped 
envelope with each letter con- 
fined to a single security to 
insure prompt handling. 


It is impossible to answer 
telephone inquiries. Requests 
for information must be con- 
fined to letter or, in cases of 
extreme urgency, prepaid 
telegrams. Answers to tele- 
grams will be wired collect. 
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consumption may be expected and 
should make their influence felt in the 
coming months. 


RUBBER: Present price trends appear 
to exclude repetition of the inventory 
losses which loomed large in income 
accounts of recent years, and an effec- 
tive code of fair trade should do away 
with the heretofore demoralized con- 
ditions in the merchandising end of 
the industry and clear the way for 
better profit margins. Replacement 
demand should gain gradually with 
improvement in general business; 
original equipment demand (on which 
profit margins are very narrow) fol- 
lows automobile production, which may 
now have passed its seasonal peak. 
Earnings for the current six months 
should be better than those for the 
first half of the year and should show 
great improvement over results for the 
latter half of 1932. 


SUGAR: With consumption now above 
production, the statistical position of 
sugar is more favorable than in any 
of the past five years. Prices, al- 
though 25 per cent above this year’s 
low, are not yet high enough to allow 
all producers (especially Cuban grow- 
ers) to operate on a profitable basis. 
An even better price structure would 
doubtless result from the quota sys- 
tem now under discussion, which di- 
vides the domestic market among do- 
mestic beet and cane sugar producers, 
and importers from Cuba and our in- 
sular possessions. This plan also 
solves the problem of imports of re- 
fined sugar, which have been cutting 
into the profits of domestic refiners. 
For the industry as a whole, the gen- 
eral outlook is more promising and the 
current year should show a moderate 
improvement in earnings over those of 
last year. 


TEXTILE: So far, only wholesalers, 
jobbers and dealers have replenished 
much of their depleted stocks of tex- 
tiles and unless these goods are soon 
moved in greater volume into ultimate 
consuming channels, the textile indus- 
try faces a sharp set-back from its 
high present rate of production. Ac- 
tivated purchasing power of the large 
masses of the population is necessary 
to take care of the goods already pro- 
duced, to say nothing about further 
output at the present rate. Should 
NIRA succeed in providing this pur- 
chasing power, the textile industry will 
have its best year since the depression 
started. 


TOBACCO: Some few cigar companies 
will probably show fair earnings in 
the second half (which includes the 
Christmas season), particularly those 
concentrating on 5-cent brands, but 
cigar consumption has been in a defi- 
nite downward trend since 1917. The 
large cigarette companies are success- 
fully recapturing their markets, but 
an increase in wholesale prices is es- 
sential if we are to see 1933 results 
even approximating dividend require- 
ments. 
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for the Oil 


Refining reported a deficit of $2.3 

millions, compared with a profit 
of $3.2 millions for the same period of 
1932; yet in July of this year the stock 
sold as high as 31%, compared with 
a 1982 high of 21% and a 1933 low of 
12%. That such a paradox is not pe- 
culiar to this company alone is wit- 
nessed in the following tabulation of 
common stock prices and _ half-year 
earnings reports of important oil com- 
panies: 


Fe the first half of 1933 Atlantic 


What of the Outlook Now 


Stocks? 


the same period of 1932, and demand 
for all oils slightly more than 3 per 
cent lower. Gasoline stocks at the end 
of May, 1933, were 55.1 million bar- 
rels, a reduction of 15 per cent from 
the same date of 1932, and stocks of 
crude oil had declined about 7 per cent. 

Although demand somewhat 
lower, the reductions in stocks would 
seem to indicate a stronger statistical 
position, which would provide a basis 
for higher prices and enlarged profits. 
On the contrary, however, prices aver- 


July 1933 

High Low 
11 
Stand. On or Cal. ............. 40% 1914 
Tide Water Assoc............. 1034 3% 


d Deficit. 


1932 Months 
High Low 1932 
21% 8 & d$2, 000 $3,185,C00 

7 3% d1,835,300 d359,eC0 
9% 3% 44,960,970 256,500 
8% 2 d5,324,590 d812,490 
8% 2% d14,105,390 d2,935,430 
5% 2% d2,152,970 d43,520 
31% 15 14 1,199,41 6,916,540 
39% 2434 1,138,980 2,030.920 
5% 2 174,355 2,009,700 
15% 8 d1,150,000 1,500.000 


These earnings declines do not pro- 
vide any evidence of a fundamental 
improvement in the economic position 
of the industry, such as might logically 
have been predicated as the cause of 
the advance in market prices for oil 
shares. The explanation for the lower 
earnings is readily found in the sta- 
tistics of the industry over the past 
year, but the forces behind the market 
strength of the oil shares have derived 
their nourishment from developments 
which offer the promise of economic 
improvement over the coming year. 

For the first five months of this year, 
the Bureau of Mines reports total gas- 
oline demand of 154.5 million barrels, 
a-decline of about 4% per cent from 


aged substantially lower in the first 
half of this year than in the same 
period of 1932, and for this reason 
earnings inevitably declined. Gasoline 
prices at refining centers averaged 
8.56 cents per gallon in the first half 
of 1933—a decline of 26 per cent from 
the first half of 1932, a decline of 31 
per cent from the entire year 1932, and 
a decline of 23 per cent from 1931 (a 
very poor year for the industry). The 
Kansas-Oklahoma price for 33 degree 
gravity crude, as shown in the accom- 
panying chart, averaged 48 per cent 
below the first half of 1932, and a more 
comprehensive index of crude oil prices 
covering ten oil fields shows an aver- 
age decline of 31 per cent. 
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The lower price level was largely 
the result of the volume and character 
of crude oil production. May output 
was at an average rate of 2,734,000 
barrels daily, the highest monthly rate 
since October, 1929, and an increase 
of 46 per cent over the rate of last 
December. Production in the first four 
months averaged a little over 2,200,000 
barrels daily, an amount not greatly 
in excess of the reasonable require- 
ments of 2,000,000 barrels a day esti- 
mated by the Federal Oil Conservation 
Board and the Economics Committee 
of the American Petroleum Institute. 
June and July, however, ran closer to 
the May figure, and the upturn of out- 
put in the industry’s most profitable 
season prevented the usual seasonal 
price improvement from taking place. 
But perhaps more important than this 
increase in production has been the 
vicious effect of the considerable vol- 
ume of “hot oil” produced this year in 
violation of proration orders, particu- 
larly in East Texas. This oil sold 
readily below posted market prices and 
was refined into cut-rate gasoline, un- 
dermining the price structure from 
both top and bottom. 

Although the industry is having dif- 
ficulty in agreeing upon a code under 
the NRA program, many of the lead- 
ing units have signed the blanket code 
and the Administration will before 
long work out a solution for the code 
for the entire group. There is likély 
to be a Federal authority to estimate 
and allocate among the states the vol- 
ume of demand which may be met from 
production, and with cooperation be- 
tween the states and the Federal Gov- 
ernment to suppress traffic in illegally 
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INDICES 
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produced oil or oil products, the foun- 
dation for profitable prices will be laid. 

It appears that the third quarter 
will be the most profitable of this year, 
since prices will probably average 
higher than in the second quarter and 
demand be perhaps slightly larger. 


But it is rather late in the year for 
further improvement under the NRA 
to turn the financial record for 1933 
to a favorable comparison with 1932, 
when most companies operated at a 
profit. Nevertheless, the foundation 
for substantial earnings recovery next 


year is being laid, and despite the poor 
reports for the past six months period, 
current prices for the shares of the 
sound and well situated oil companies 
appear to offer attractive speculative 
prospects for holding over the coming 
year. 


Common Stocks to Avoid 


that careful selection of good 

stocks is more likely to hinder 
than help successful speculation. They 
point to the very wide gains made by 
numerous stocks of the “cat and dog” 
variety in bull markets, and to the 
tendency for all stocks to move to- 
gether in broad market swings. While 
this tendency for the market to move 
in unison must be recognized, and 
while it cannot be denied that nimble 
traders often make profits in stocks 
which are not backed by any equities 
of a substantial nature, the results ob- 
tained in the long run by the average 
trader or investor are decidedly unsat- 
isfactory unless great care in selection 
is exercised. If the full record could 
be tabulated, it would doubtless be sur- 
prising how many individuals lost 
money in the stock market in the years 
1927-1929 before the great slump in 
the autumn months of the latter year. 


SES cynics are wont to maintain 


Types of Advice 


Advice on stock selection is usually 
given in positive terms, 7. e., in the 
form of recommendations to purchase 
this or that type of stocks. It is of 
at least equal importance, however, to 
recognize the types of stocks which 
should be avoided, and this discussion 
is intended to provide a summary of 
the various classes of shares which all 
except the most astute of traders 
should leave alone. As with almost all 
other generalizations, there are excep- 
tions to these general rules, especially 
in respect to the first category dis- 
cussed below, but these exceptions do 
not vitiate the general principles in- 
volved. 

Stocks having thin markets are ex- 
tremely dangerous for the short term 
trader, and often -for the investor as 
well. Thin markets generally mean 
wide spreads between bid and asked 
prices, infrequent trades, or _ both. 
Such markets may be the result of 
unsatisfactory distribution of a mod- 
erate sized or large issue, a small capi- 
talization, or concentration of a large 
percentage of the outstanding shares 
in a few hands for control or other 
purposes. In the first instance, the 
only bids in the market are likely to 
be those of the underwriters, pro- 
moters, or other sponsors. If the re- 
sources of these interests fail, or their 
market plans change, the  luckless 
holder of the shares is pretty certain 
to discover that he can unload only at 
a great sacrifice, if at all. Following 
the culmination of the 1929 boom, this 
was the experience of many of the 
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holders of the less strongly sponsored 
investment trusts and other “New 
Era” promotions. 

Where the total capitalization is 
small, or the number of shares avail- 
able to the public is limited to a small 
percentage of the total capitalization, 
due to concentration of majority hold- 
ings (the best examples of the former 
are probably J. I. Case and Auburn 
Automobile; Pittsburgh & West Vir- 
ginia is a good example of the latter). 
two dangers arise. One is lack of suf- 
ficient speculative activity to provide 
a real market; the other is too much 
speculative activity. Stocks of com. 
panies which have only a few thousand 
shares outstanding in the hands of the 
general public may remain dormant 
for extended periods; on the other 
hand, they often lend themselves very 
readily to pool manipulation. When, 
as in the case of Auburn, there is a 
heavy concentration of stock in the 
hands of the controlling interests in 
addition to a small total capitalization, 
the issue can be pushed spectacularly 
upward or downward with ease. 


Small Capitalizations 


This is not to be interpreted as 
meaning that stocks of this type are 
never good buys. They are sometimes 
backed by substantial intrinsic values, 
and if they are available at bargain 
prices (as many were in 1932), they 
may prove to be very profitable com- 
mitments for those whose purchases 
are made with a view to strictly long 
term holding. However, the investor 
of small or moderate means is usually 
better advised to avoid this type of 
stock, and limit commitments to shares 
having wide and active markets. 


Stocks of companies with small capi- 


talizations can be pushed up rapidly, 
but they also have a distressing tend- 
ency to drop even more rapidly when 
least expected. 

Most stocks representing new pro- 
motions should also be classed among 
the shares which should be avoided 
unless the investor’s wealth is suffi- 
ciently large to justify the assumption 
of much greater than average risks. 
Once in a long while, a small investor 
makes a fortune through a commit- 
ment in a new promotion, but for 
every man who has attained “Easy 
Street” by a purchase of a few shares 
in a spectacular success like, for in- 
stance, the Ford Motor Company, there 
are millions of others who have lost 
every cent of hard earned savings. 


The ‘‘Repeal’’. Stocks? 


Recently brewery and other alcoholic 
beverage stocks have been the favorite 
promotions. An article in last week’s 
issue of THE FINANCIAL WORLD 
pointed out that most of the beer 
stocks are likely to prove disappoint- 
ing to those who purch_se them, and 
the uncertainties in regard to the man- 
ufacture and sale of liquor, wine, etc., 
in this country are so great that most 
of the new promotions of companies 
which are intended to benefit from re- 
peal of the Eighteenth Amendment are 
extremely risky. The entire field is 
highly speculative, even including the 
shares of going concerns; new com- 
pany promotions should generally be 
avoided. In the pre-prohibition days, 
by far the larger number of the more 
profitable concerns in the alcoholic 
beverage business were privately 
owned; the probabilities are that the 
same will hold true in the future. An- 
other type of new promotion which has 
reappeared recently is the mining pro- 
motion. Shares in such enterprises 
are obviously among the most specula- 
tive. 

In every broad advance in the secur- 
ity markets, such as that which began 
in April of this year, the general mo- 
mentum tends to carry along stocks 
of all types, including many of little 
or no intrinsic value. Thus, the stocks 
of many companies which were unable 
to demonstrate any significant earning 
power, even in the boom days of the 
1920s, have advanced substantially 
from 1933 lows. However, assuming 
a continuation of the upward trend in 
stock prices, it would appear logical to 
expect the market«to become more dis- 
criminating than it was in the early 
stages of the rebound from the depres- 
sion lows. While such issues, most of 
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which sold in a low price range, have 
been made to yield good profits for 
some agile traders, they should be stu- 
diously avoided at this time. Sometimes 
the injection of new management into 
a situation of this type, or a fortunate 
development of a new product which 
strikes the public’s fancy, or other for- 
tuitous circumstances, results in devel- 
opment of real earning power after 
years of deficits. However, such cases 
are very rare, and in view of the many 
speculative opportunities among stocks 
of companies which demonstrated real 
earning ability prior to the depression, 


limitation of commitments to stocks of 
the latter group would appear to be 
the wiser course of action. Companies 
which formerly had good earning 
power, but which are now in a long 
term downward trend, aside from 
cyclical influences, should also be 
avoided. 

As a general rule, reorganization 
stocks are not to be considered as espe- 
cially attractive for speculative com- 
mitments, and the average investor or 
trader would do well to avoid stocks of 
companies which are faced with a cer- 
tainty or a strong probability of reor- 
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ganization. In most cases, the stock- 
holder either has to pay an “assess- 
ment” in the reorganization process, or 
to submit to a severe dilution of his 
equity through the issuance of a large 
amount of senior securities and/or new 
stock to other interests. This is not 
to be taken as a hard and fast rule, 
however, since some reorganization 
stocks prove to be very satisfactory 
commitments in the long run. _ But, 
generally speaking, past experience has 
proved that commitments in this group 
require the exercise of a great deal of 
discrimination. 


Five Low Priced 


ward trend in_ stock prices 
which, to a very considerable 
extent, is a reflection of the slower 
tempo of business recovery during the 


Rovere" mitigation of the for- 


seasonally dull summer months, fur-. 


nishes the opportunity for appraising 
the more important phases of the ad- 
vance and drawing from this expe- 
rience certain conclusions which may 
serve as a guide to future investment 
policy. One maxim drawn from mar- 
ket trends and quite conclusively dem- 
onstrated in the recent advance is that 
inherently sound low priced stocks 
tend to show greater appreciation, on 
a percentage basis, than those in the 
higher priced brackets. Due to a mul- 
tiplicity of circumstances a stock sell- 
ing for $5 per share usually can more 
quickly double in price than a stock 
selling at $50 per share. There are 
exceptions to this, of course, but where 
careful selection is made and special 
circumstances do not intervene this 
may be fairly considered a general 
rule. In recognition of this situation 
and in anticipation of a resumption of 
the broad advance in security prices 
concomitant with continued recovery 
in business, five low priced issues have 
been selected for the consideration of 
those who are in a position to assume 
a moderate degree of speculative risk 
and can forego return on investment 
for an indeterminate period. 


4 ADDRESSOGRAPH-MULTIGRAPH is en- 
gaged in the manufacture and sale of 
printing, record keeping, writing and 
duplicating apparatus, products which 
are primarily designed to save time 
and reduce overhead in the operation 
of offices. The business was started 
nearly 40 years ago and has expanded 
to present size through aggressive mer- 
chandising and to some extent consoli- 
dation with competing units. In 1932 
manufacturing activity was concen- 
trated in a new million dollar plant 
in Euclid, Ohio, and old facilities in 
Cleveland and Chicago disposed of. 
Resulting savings in operating costs 
effected a material reduction in “pay- 
point” and added considerably to po- 
tential earning power. During the first 
quarter of 1933 the company incurred 
a loss of 7 cents per share of common 
stock, compared with a loss of 19 cents 
in the corresponding 1932 period. A 
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further small loss was suffered in 


April, but in May the company 
emerged from the red and earnings 
have been progressively improving 
since that time. Financial resources 


‘are adequate, working capital at De- 


cember 31, 1932, amounting to $3 
millions, or $4.12 per common share. 
Customers of the company include a 
wide range of manufacturing concerns, 
banks, public utilities, railroads, pub- 
lishers and insurance companies. Ef- 
fective and substantial demand for 
its products should materialize with re- 
turn to more normal economic condi- 
tions. 


4 AMERICAN & FOREIGN POWER con- 
trols public utility properties located 
in 13 foreign countries, primarily in 
South America and the West Indies. 
Formed 10 years ago, it has been the 
company’s policy to expand into new 
and virgin territory and lay the 
groundwork for future’ earnings 
growth rather than strive for imme- 
diate and impressive results. Major 
development and extension programs 
were completed in 1931 and the com- 
pany is now actively engaged in inten- 
sive promotion of services in territories 
served which should yield large returns 
as soon as normal economic conditions 
in these countries are restored. Re- 
flecting curtailed demands for electric- 
ity (approximately 80 per cent of 
revenues are derived from the sale of 
electric current) as well as losses suf- 
fered through foreign exchange fluc- 
tuations, earnings have followed a 
downward course during the past three 
years. For the 12 months ended Sep- 
tember 30, 1932, a deficit equal to 


$8.16 per common share was reported, 
compared with a deficit of $3.09 in the 
previous 12 months and peak earnings 
of $4.01 in 1929. The pronounced ad- 
vance in foreign exchange rates since 
the first of the year coupled with 
improving demands for power have 
materially reduced losses, and profit- 
able operations appear to be in the 
immediate offing. A very high leverage 
obtains in this situation, which in- 
creases the rate of improvement in net 
during a period of expanding revenues. 


4 CURTISS-WRIGHT is the largest man- 
ufacturer of aeroplanes and aeroplane 
engines.’ The company represents the 
consolidation of Curtiss Aeroplane & 
Motor and Wright Aeronautical and 
various subsidiaries of each which was 
effected in 1929. Non-profitable enter- 
prises taken in at the time of organi- 
zation have contributed to unfavorable 
results during the past four years, net 
loss during the period averaging $3.6 
millions per annum. Disposal of the 
company’s unprofitable investments, 
concentration of manufacturing activi- 
ties and improvement in competitive 
position have contributed to better 
results more recently, and Curtiss- 
Wright is now operating profitably, 
having reported net earnings of $428,- 
073, equal to 37 cents per class A 
share, for the 6 months ended June 30. 
The class A stock is entitled to non- 
cumulative dividends of $2 per share 
per annum, is callable at $40 per share 
and is convertible at the option of the 
holder into common stock on a share 
for share basis at any time. Curtiss- 
Wright is a very large beneficiary of 
Government business, has built up a 
very comprehensive dealer organiza- 
tion in this country and has developed 
a very substantial export business. 
The company should share fully in the 
growth projected for aviation in this 
country over the coming years. 


4 Hupson Motors ranks as one of the 
large volume producers of low and 
medium priced passenger automobiles, 
normally occupying fourth position in 
the industry from the standpoint of 
output. A year ago the company en- 
tered the low priced class field with 
the introduction of its “Essex-Terra- 
plane,” which competes on a price basis 
(Please turn to page 167) 
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Outstanding Bond Buys 


* 


On a purely income basis the field of common stocks does not offer many attractive 
situations, since the substantial advance in prices which started last April. Good common 


stocks on a dividend basis sell at an average yield of only three per cent, or less. Attractive 
yields upon which the average investor relies to secure income together with possibilities for 


capital enhancement exist to-day mainly in the preferred stock and bond di 


list. 


visions of the 


In the following group of five medium grade bonds there is offered an average 


ield of 6} per cent and in addition thereto interesting possibilities for price enhancement 
with continued progress of general business under the auspices of the Administration’s indus- 


4 AMERICAN GAS & ELECTRIC 5s, 
2028, are a direct holding com- 
pany obligation, not secured by 
any mortgage. In addition to 
this issue of $50 millions there is 
funded debt of subsidiaries out- 
standing to a total of $145 mil- 
lions. This public utility holding 
company furnishes through its 
subsidiaries utility service, mainly 
electric power and light, to 1,238 
communities located in nine 
states having a population of 
close to 3 millions. The larger 
number of these subsidiaries are 
located in highly industrialized 
areas and as a substantial pro- 
portion of gross is derived from 
power sales, operating revenues 
have been declining during the 
last three years in proportion 
with the lower rate of industrial 
activity in the territories served. 
This is reflected in the rate of 
coverage for the fixed charges, which 
declined from 2.35 times in 1930 to 2.22 
times in 1931 and 1.86 times in 1932. 
Conversely the present improvement 
witnessed in general business condi- 
tions should reverse this trend and 
make for a better coverage. The. com- 
pany has a sound financial structure 
with no bank debts, and subsidiary 
bond maturities over the next three 
years aggregate less than $10,000. At 
a price of 83 the 5s of 2028 offer a 
current yield of 6 per cent with rea- 
sonable possibilities of capital en- 
hancement. 


4 ILLINOIS CENTRAL collateral trust 4s, 
1953, of which $23.2 millions are out- 
standing, are secured by a first col- 
lateral lien on 802 miles of railroad. 
At a current price of around 67 they 
offer a yield of almost 6 per cent. 
This road’s system serves a large ter- 
ritory with widely diversified produc- 
tion, including the agricultural area 
of the Mississippi Valley, the coal 
fields of Illinois and Alabama, and the 
industrial district around Birmingham. 
About half of its tonnage is repre- 
sented by mining products, especially 
bituminous coal. Manufactured and 
miscellaneous articles, including less- 
than-carload freight, account for 
about 25 per cent of the tonnage 
carried, and yield approximately 30 
per cent of the total freight revenues. 
Adverse conditions in the coal in- 
dustry, waterway competition, and 
the general effects of the depres- 
sion have cut into earnings and for 
the last two years only 77 cents was 
earned for -each dollar required for 
interest charges. Consequently the 
road had to borrow from the R.F.C. in 
order to continue to meet its fixed 


trial recovery program. 


obligations. 
current year~was one of the most un- 
satisfactory of the depression, but the 
improvement which started in April 


The first quarter of the 


completely reversed the trend, and 
total results for the first five months 
showed interest charges covered 0.69 
times, as compared with 0.72 times for 
the corresponding period in 1932. With 
an anticipated further improvement of 
general business conditions under the 
Administration’s recovery program 
Illinois Central should be in a position 
completely to cover bond interest for 
the current year. 


4 NorTHERN PAciFic ref. and imp. B 
6s, 2047, are outstanding to an amount 
of $106 millions and are preceded by 
$165 millions prior liens. They are 
callable at 110 and secured with the 
series A, C and D under the same mort- 
gage by a lien on 6,908 miles of rail- 
road. Northern Pacific is in the strong- 
est position of any of the Northwestern 
carriers. The financial statement as 


.of May 31, 1933, showed total current 


assets of $20 millions, including $9.5 
millions in cash, against total current 
liabilities of $10 millions. The com- 
pany has no bank loans and has not 
borrowed from the R.F.C. About 
three-fourths of the road’s freight ton- 
nage is derived in almost equal parts 
from the transportation of agricultural 
commodities, mining products and lum- 
ber. Grains, especially wheat, and 
apples bulk large among the agricul- 
tural commodities, whereas bituminous 
coal represents about two-thirds of the 
mine freight. During years of average 
business activity the company has 
shown an -.excellent earnings record. 
However, gradual decline in freight 
and passenger business during the last 


three years resulted in a deficit 
of $2 millions in 1932, as com- 
pared with a profit of $8.9 mil- 
lions in 1931. Despite the im- 
provement shown in April and 
May the first five months of the 
current year showed a deficit of 
$6.9 millions, as against a net 
loss of $3.8 millions for the cor- 
responding period in 1932. On 
the other hand, continuance of 
the gain in general business and 
industrial activity as witnessed 
during the last few months 
should soon allow this road 
to cover interest requirements 
again, since it has made satisfac- 
tory progress in controlling oper- 
ating costs. At a current price 
of 90 the 6s, 2047, offer a yield 
of 6.7 per cent. 


4 PurE OIL 5% per cent gold 
notes maturing 1940 are a direct 
obligation of this company, but are 
not secured by any mortgage. They 
are outstanding to an amount of $17.5 
millions and together with a similar 
issue of $15 millions maturing in 1937, 
represent the total funded debt of the 
company. Interest requirements on 
these two issues were covered 1.16 
times for the year 1932, as compared 
with 1.33 times for the fiscal year 
ended March 31, 1932, and 2.19 times 
for the previous twelve months. The 
sinking fund for the 5%s, 1940, pro- 
vides for the retirement of $1 million 
principal amount annually. At a cur- 
rent price of 86 these notes offer a 
yield of 6.4 per cent. Pure Oil Com- 
pany occupies a well integrated posi- 
tion in the oil industry and 96 per cent 
of its total sales are made through 
controlled outlets. Its crude oil pro- 
duction plus withdrawals from storage 
take care of its refinery requirements. 
The company is in a sound financial 
position and current assets of $24.7 
millions as of December 31, 1932, were 
about twice current liabilities and 
included $5.6 millions in cash. The 
company’s earnings depend quite ex- 
clusively upon the relation between its 
costs of producing, processing and dis- 
tributing and the retail prices obtained 
for its products. While retail prices 
so far this year do not compare favor- 
ably with those of 1932, a better price 
level is anticipated under the oil trade 
code of the petroleum industry, which 
should have a decided effect upon next 
year’s returns. 


4 WESTERN UNION 5s, 1960, a direct 
obligation of the company, but not se- 
cured by any mortgage, are outstand- 
ing to an amount of $35 millions and 
represent about one-third of the vom- 
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pany’s total funded debt of $108 mil- 
lions. At a price of 82 they offer a 
current yield of 6.1 per cent. Last 
year the company failed to cover in- 
terest requirements by $842,595, 
whereas in 1931 they were covered 2.12 
times, as against 2.83 times in 1930 
and an average of 5.56 times for the 
ten years 1921-1930. For the first 
quarter of the current year the com- 
pany failed to cover fixed charges by 


Volume Declines in Bond Market 


Jan Feb Mar Ap May Jun Jul Aug Sep Oct Nov Dee 


1916— 1930 1931 


1932 


only a slight margin, but earnings in 
April alone were sufficient to make up 
that deficit. Reflecting the poor show- 
ing for the first three months of 1933 
the price for the 5s, 1960, declined to 
a low of 3673. However, with the 


revival of general business conditions 
since last April Western Union has ex- 
perienced sharp gains in revenues and 
succeeded in covering twice its fixed 
charges for the first half of 1933. This 


1933 


surprisingly quick increase in net in- 
come reflects the extent of economies 
made during the past few years, allow- 
ing a greater percentage of gross rev- 
enues to go into net profits. Contin- 
uance of the present trend, which is in 
prospect, would assure a satisfactory 
margin of coverage for the company’s 
fixed obligations and enhance their 
investment position among the better 
grade issues. 


TREND BY MONTH! 


1933 |- 


| | TREND OF THE 
60 
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scended upon the stock market, 

following the shake-out in the 
latter part of July, has had its coun- 
terpart in the market for bonds. The 
bond market had a sympathetic decline 
in the third week of July, especially 
in the speculative divisions which 
usually move in unison with stocks, 
but the break was by no means as 
severe as that in equities. While the 
stock market, according to several 
averages, declined from 20 to 25 per 
cent from the 1933 highs, the bond 
averages fell only a few points in July, 
and now stand only about two points 
below the 1933 top. High grade bonds 
remained relatively steady throughout, 
and most of the second grade and 
speculative issues have recovered the 
major portion of their losses in the 
relatively short period which has 
elapsed since the sudden breaks in 
the stock and commodity markets. 

However, there was a very marked 
decline in the volume of sales in the 
bond market. Before the culmination 
of the advance in July, transactions on 
the New York Stock Exchange were 
running close to $20 millions a day, 
the highest rate of turn-over in several 
years. In the week ended July 22, 
transactions amounted to a little over 
$89 millions; in the two ensuing weeks, 
the totals were $48.1 millions and $46.3 
millions. Allowance must be made for 
Saturday closings, but the rate of turn- 
over declined well below the $10 
million per day mark, which is gen- 
erally regarded as the dividing line 
between a dull and an active market. 
Volume increased moderately last week, 
stimulated by the interest in U. S. 
Government issues aroused by the 
small allotments on the cash subscrip- 
tions to the new 8-year Treasury 
bonds, and the revival of the stock 
market. 

Allotments of only 123 per cent on 
cash subscriptions to the 8-year 34s 
of over $10,000 were smaller than had 
been expected, and the new issue was 
quoted at a premium. This resulted 
in strength in the outstanding long 
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Te mid-summer lull which de- 


term Treasury bonds, but the Liberty 
Loan issues showed a tendency to de- 
cline. Weakness in this section was 
ascribed to the reappearance of rumors 
to the effect that steps will be taken 
within the next six months toward the 
redemption of the First or Fourth 
Liberty Loan 44s, or possibly both, 
and their replacement with new long 
term bonds carrying lower coupon 
rates. The main basis for these re- 
ports was the success of the August 
Treasury financing, which gave evi- 


AN UNDERVALUED BOND 


NITED LIGHT & RAIL- 

WAY’S debenture 53s, 1952, 
currently quoted on the New 
York Curb at around 52 to 
yield 10.6 per cent appear to 
occupy an interesting specula- 
tive-investment position. The 
company itself serves as an 
intermediary holding company 
for the United Light & Power 
Company and for this reason 
its bonds are “closer to the 
properties” and accordingly in 
a better position than those of 
the parent company. By a 
curious anomaly the debenture 
obligations ‘of the parent com- 


pany are selling on almost a 


comparable yield basis, al- 
though, in the final analysis, a 
considerable portion of parent 
company fixed charges is de- 
pendent upon dividends received 
from its holdings of United 
Light & Railways common. For 
the 12 months ended May 31, 
1933, fixed charges of United 
Light & Railway were covered 
1.33 times on an over-all basis; 
for the same period parent 
company fixed charges were 
earned 1.20 times. Financial 
position is adequate, and no 
near term maturities or bank 
loans exist. 


dence of a strong demand for Treasury 
issues of maturity longer than five 
years. Renewal of inflation talk may 
tend to decrease this demand. 

The large premium at which Dutch 
East Indies 54s and 6s are selling 
found justification, for the immediate 
future at least, -in the announcement 
last week that September -1 coupons 
would be paid at the gold equivalent. 
At the present rate of exchange, this 
means a payment of about $40 for each 
$30 coupon. Other foreign bonds, not- 
ably those of Switzerland and the 
French municipalities, are quoted at 
heavy premiums for similar reasons. 

Important bond redemption notices 
since the last tabulation in this depart- 
ment include the following: Credit Con- 
sortium for Public Works of Italy 
external secured 7s, 1937, and 7s “B,” 
1947—$374,000 at par on Sept. 1; Toho 
Electric Power Co., Ltd. first 7s, 1955 
—$275,000 at par on Sept. 15; Illinois 
Power Co. first 7s, 1936 and first 6s, 
1944—-entire issues at 103 on Dec. 1; 
Sinclair Pipe Line Co. (Stanolind Pipe 
Line Co.) 5s, 1942—entire issue at 103 
on Oct. 1; American Machine & Foun- 
dry Co. secured 6s, 1939—$82,000 at 
102 on Oct. 1; Dominion Coal Co., Ltd. 
first 5s, 1940—$291,500 at 105 on Aug. 
1; Westvaco Chlorine Products Corp. 
deb. 54s, 1937—$86,000 at 1013 on Aug. 
28; Commercial Credit Co. coll. tr. 6s, 
1934—entire issue at 101 on Nov. 1; 
Republic of Cuba external 5s, 1944— 
$267,000 at par on Sept.1; Lihue Plan- 
tation Co., Ltd. coll. 53s, 1937—$100,000 
at par on Aug. 1; Peoples Gas Light 
& Coke Co. 43s, 1934—entire maturity 
at 1004 on Sept. 1; Free State of 
Prussia external 63s, 1951—$274,000 at 
par on Sept. 15 (payable only in 
blocked Reichsmarks) ; Sun Oil Co. deb. 
53s, 1939—$110,500 at 1014 on Sept. 1; 
Illinois Pacific Coast Co. conv. 6s, 1945 
—entire issue at 105 on Sept. 1; Mon- 
santo Chemical Works first 53s, 1942— 
$200,000 at 102 on Sept. 30; Pennsyl- 
vania Glass Sand Corp. first 6s, 1952— 
$64,500 at 105 on Sept. 1; Provincial 
Light, Heat & Power Co., Lti. first 5s, 
1946—$48,000 at 105 on Sept. 1. 
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General Motors vs. Chrysler 
An Industrial Contrast 


by investors has to do with the 

relative positions of General 
Motors and Chrysler, and in par- 
ticular, which company’s stock pos- 
sesses the greatest possibilities, mar- 
ketwise? During the past three years, 
operations of these two leading motor 
manufacturers have been strikingly 
similar and market prices of their 
shares have uniformly refiected the ebb 
and flow of motor profits. Will this 
relationship continue to obtain or are 
the potentialities for profits unequally 
distributed in these situations? 

In 1929, the year of record motor 
profits, General Motors and Chrysler 
earned $5.49 and $4.93, respectively, 
on their common shares. During the 
following three years, operations and 
earnings of both companies declined 
steadily and in 1932 General Motors 
reported a deficit of 21 cents per share 
while Chrysler’s operating loss in 
that year amounted to $2.58 per com- 
mon share. From the records of these 
two companies during this period, it is 
clearly apparent that Chrysler’s profits 
have been much more sensitive to gen- 
eral economic conditions than is true 
in the case of its larger competitor. 
This is due to the fact that a larger 
proportion of the Chrysler income is 
derived from strictly automotive busi- 
ness, which is one of the most volatile 
fields in our economic structure. While 
General Motors is adequately repre- 
sented in this field, its allied activities 
have helped sustain revenues and 
profits during the slump in motor de- 
mand. The question arises at this 
point, will the non-automotive activi- 
ties of General Motors, which exerted 
a stabilizing influence during the de- 
pression, constitute a drag on earnings 
during the recovery stage? Results 
of the quarter ended June 30, 1933, 
might warrant an affirmative answer, 
as this company reported per share 
earnings in that period of 90 cents per 
share which were exactly one-half the 
Chrysler results of $1.80 per share for 
the same period. 

Comparative analysis of the two 


A QUESTION frequently advanced 


GENERAL MOTORS VS. CHRYSLER 


a 
otors ‘hrysier 
Percentage of vwotal pas- 
senger car business: 
lst half of 1933...... 47 Ho 
5 


lst half of 1932...... 48 
30. 


Units manufactured 467,498 199,412 
nger cars regis 
nited States.......... 320,756 155,392 
Net profit per car manu- 
perating ratio........... 85.6% 95.8% 
E. 1.01 $1.10 
Book value per share..... 1$14.14 *$19.95 
Working capital per share. . 4.97 *$13.07 
Net quick assets per share 3.50 *$14.60 
Annual dividend rate..... $1 $2 
Recent 34 
Price times half year earns. 27.7 30.9 


— 30, 1933. tEstimated. tMarch 31, 
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situations, based solely on second 
quarter results, would obviously be in- 
adequate and unfair. From the stand- 
point of output and ramification of 
operations, General Motors is three 
times the size of Chrysler and its very 
bulk makes it difficult to gain momen- 
tum in so short a period. Thus over 
an extended period of business recov- 
ery, earnings comparisons would be 
much more favorable to the larger 
company than for the quarter just 
ended. Earnings of Chrysler for this 
period, however, do offer an accurate 
indication of potential earnings of this 
company as there were no qualifying 
circumstances to account for excellent 
results. 


Relative Competitive Positions 


Granting the economic utility of the 
motor car and the presumption that 
the industry is still in the long term 
ascendancy, one of the most reliable 
guides to future automotive profits lies 
in the relative competitive positions of 
the various members of the industry. 
If a company can maintain or improve 
upon competitive position, restoration 
of satisfactory profits merely awaits 
resumption of more normal demand 
for motor cars. Applying this test to 
General Motors and Chrysler reveals 
quite clearly that in comparison with 
the remainder of the industry, these 
units continue to occupy a_ highly 
favorable position and that between 
the two, Chrysler must be granted a 
slight advantage. In 1929 General 
Motors’ share of total passenger car 
business was 32.6 per cent. For the 6 


months ended June 30, 1933, 47 per . 


cent of new passenger car registrations 
in the U. S. were of General Motors’ 
manufacture. The results of Chrysler’s 
competitive efforts during this period 
are even more impressive. In 1929, 
Chrysler’s share of the domestic pas- 
senger car market was but 8.9 per cent 
and declined to 8.6 per cent in 1930. 
The following year the company made 
an aggressive bid for business in the 
low priced field and increased its posi- 
tion to 12 per cent. This was further 
increased to 17.5 per cent in 1932 and 
for the first half of 1933, 22.8 per cent 
of all domestic passenger cars regis- 
tered in this country were of Chrysler 
make. 

Attainment of a leading position by 
Chrysler has not been accomplished 
without some sacrifice of profits al- 
though expenditures have not ap- 
proached the point of diminishing re- 
turns. In the first half of the current 
year, the company realized a net profit 
of about $24 per car compared with 
$103 per car for its larger competitor. 
During this same period, 95.8 cents of 
each $1 of sales were consumed by 
operating costs, selling and administra- 
tive expenses, etc., compared with 84.6 
cents of each $1 of revenue of General 
Motors. 

If Chrysler maintains its present 
competitive position, and a very con- 
siderable portion of its gains should be 


held, in a year of normal automotive 
demand which should result in total 
production of about 4,000,000 units, 
output of this company should ap- 
proximate 900,000 units. As normal 
demand is approached, selling costs 
will be proportionately reduced with 
commensurate increases in unit profits, 
Thus in 1929 the company realized a 
profit per car of about $49 compared 
with $24 for the first 6 months of 
1933. A unit profit of $35 per car 
would result in a net income (on the 
basis of 900,000 annual production) of 
$31.5 millions, equal to about $7.30 per 
common share. 

Both General Motors and Chrysler 
occupy strong financial positions. The 
only noteworthy difference in financial 
situation of the two companies is the 
higher relative liquidity of assets of 
Chrysler. During the depression years 
Chrysler disbursed about $4.20 per 
share in dividends from surplus while 
General Motors has paid about $2.44 
per share from surplus. The stronger 
current position of Chrysler may re- 
sult in a more liberal dividend policy 
as evidenced by the recent declaration 
of a 50 cents payment, particularly if 
the present rate of activity is con- 
tinued. 

On the basis of present competitive 
positions and recent results it may be 
logically inferred that Chrysler should 
share in the recovery of the motor 
trade to a somewhat greater extent 
than General Motors. Its business is 
more highly concentrated in this field 
and investments in less remunerative 
lines more limited. Accordingly, if the 
period ahead of us is to be one of 
vigorous economic recovery with com- 
mensurate improvement in demand for 
motor cars, Chrysler would appear to 
be in the more favorable position. 
The more diversified and stable sources 
of revenues of General Motors make 
earnings of this company less de- 
pendent upon and sympathetic with 
volatile automotive demand; by the 
same token these factors qualify this 
issue as the more conservative of 
the two. 


The Iuvestors’ Platform 


EFORE the investing public 

can feel assured of the exist- 

ence of the fullest measures for 
its protection, THE FINANCIAL 
WoRLD believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more in- 
sistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 

II. Independent Audits 

III. Standardized Reports 

IV. Trading Reforms 

V. Independent Protective 
Committees 

VI. Full Publicity on Secur- 
ity Offerings 
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COLUMN 


To THE gambling fraternity and 
likewise to the light-waisted speculator 
imbued with a get-rich-quick fever, 
the new regulations governing future 
speculative operations imposed by the 
New York Stock Exchange are unwel- 
come. But if this action is dispiriting to 
these elements, it meets with the hearty 
approval of the nation at large, which 
recognizes in these new restrictions 
the opportunity for the market to re- 
sume its function of barometrically 
reflecting the ebb and flow of our 
economic conditions without the inter- 
vention of unsound speculative prin- 
ciples. 


Ir Is generally recognized that. one 
of the elementary weaknesses under- 
lying the late and so-called Coolidge 
bull market was its pyramided condi- 
tion. In a minor degree the recent 
rise was permeated with the same 
fault. The public, seeing large profits 
accumulate on its commitments, was 
encouraged to use them to add more 
holdings so that the base of its opera- 
tions remained the same, but the super- 
structure resting on it became top- 
heavy. 


Liu a leaning tower of Pisa, it did 
not require much of a shove in the 
form of declining prices to topple it to 
the ground. The new regulations aim 
to control such situations in the future. 
When speculators carrying accounts 
for less than $5,000 must margin them 
by 50 per cent of their own capital, 
and 30 per cent when the accounts as- 
sume a larger proportion, and for 
stocks selling for $5 a share or less the 
full purchase price must be advanced, 
they will exercise greater care in se- 
lecting securities, for they will have 
much more at stake to protect. 


Tuese new reforms closely follow 
those advocated by THE FINANCIAL 
Wortp in its “Investors Platform.” 
They are designed to protect the pub- 
lic from several of the follies that 
have proved their undoing in the com- 
plicated speculative vortex: (A) greed 
and an effort to extract the last per 
centum of profit, thereby frequently 
overstaying their market, and (B) the 
tendency toward blind and untutored 
speculation. The more difficult an op- 
eration is made, the more care is exer- 
cised by the individual when he 
undertakes it. 


I wrevticent speculation is a dynamic 
force in upbuilding the resources of a 
country. The opposite type can as 
readily assume a contrary influence. 


Unorr the new rules, short selling 
is made more difficult. More capital is 
required to undertake such sales. Ten 
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points protec- 
tion has to be 
put up in cash 
and that will 
make people 
who undertake 
to profit at 
the expense of 
another’s capital think more seriously 
whether the risk is worth while, with- 
out curtailing the operations of a 
thinking investor when he feels a se- 
curity is selling out of line with its 
legitimate value. Short selling cannot 
be prevented. It would be too unwhole- 
some to do so, but its evils can be 
curtailed. 


Tus customers’ man has had his 
former license of unrestricted giving 
of advice considerably clipped. No 
longer can he urge his clients to get 
aboard stocks he is recommending 
“before it is too late,” or hand out tips. 
That practice in the past was con- 
ducive to getting people to engage in 
speculations they never would have 
thought of unless urged to do so. The 
evil in this practice was twofold. The 
more trades a customers’ man could 
develop, the more commission would 
he earn for himself and his employers. 
That very often meant trading a client 
out of a sound position into one much 
weaker. 


N ow the customers’ man must re- 
ceive the written permission of clients 
in order to give them advice. He is 
no longer on a commission, but on a 
straight salary, which to the real cus- 
tomers’ man is sounder, for then he is 
in a position to proffer such advice as 
is requested without himself having 
a stake in it in form of prospective 
commissions. While such a_ service 
may have a place in the brokerage 
business, nevertheless it has bred its 
evils in the past when speculation ran 
unbridled. 


In PUTTING the operations of pools 
directly under the scrutiny of the 
Stock Exchange, a foremost step has 
been taken for the protection of the 
public. Pools operating heretofore 
without any restraint have led the pub- 
lic into securities at high prices and 
many such operations could not be dig- 
nified by respectability. There are 
good pools as well as bad ones; the 
good pools will be allowed to continue 
as long as their efforts are construc- 
tive. The other kind should be barred, 
for their collapse usually leaves a bad 
after-taste in the public’s mouth, 


W uarever have been the impulses 
that motivated these reforms, at least 
it must be said of them they will pro- 
duce a sounder speculative condition in 
this country. 


Odd Lots 


The uncertainty of the stock 
market makes it imperative 
to diversify your holdings for 
your financial safety. 


Consider how much more se- 
cure you would be with 10 
shares of stock in each of 10 
selections than you would be 
with 100 shares in any one of 
them. 


This equalization gives 
reater margin of safety than 
is procurable in any other way. 


Ask for Booklet F. W. 588 


100 Share Lots 


John Muir&(@ 
Members 
New York Stock Exchange 
39 Broadway New York 
Branch Office—11 West 42nd St. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


47th St. 


SPRINGS & CO. 
60 BEAVER ST. 
Odd Lots 


Cash or Margin Accounts 
Inquiries Invited 
SERVICE SINCE 1808" 

New York Stock Exchange 
M ener Chicago p of Trade 
and other leading exchanges 
Uptown Office: 15 W. 
NEW YORK 
In listed securities carried 
on conservative margin. 


Your Inquiries Invited 


Bunsrombe Cn. 


Members New York Stock Exchange 


60 Broad St. New York 
Branch Offices 
137 W.37thSt. 54 Court St. 
New York Brooklyn, N. Y. 


MCCLAVE & CO. 


Members New York Stock Ezchange 
Members New York Cotton Ezchange 
Members N. Y. Curb Ez. ( Associate) 
67 Exchange Place, New York 
2-6220 


HES 
Central Bk Bldg 21 N. ¥. 


71 Vanderbilt Avenue. 
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Should Stocks 
be Bought NOW? 


Is present Reaction temporary ?—or 
Is a new market decline in prospect? 


OUR future investment profits and 

the safety of your invested capital 
may depend largely upon the action you 
take today. Because of the many cross 
currents in the present situation every 
investor needs the up-to-the-minute 
authoritative information and advice 
available through weekly UNITED 
OPINION Bulletins. 


Send for Latest Forecast 


URRENT Bulletin analyzes the 

present situation, and gives per- 
tinent comment on the outlook for 40 
leading stocks. 


Send for Bulletin F.W.-43 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. AW 6: Boston, Mass. 


MARKET TERMS 


and trading methods clearly explained 
in a helpful booklet sent free on request 


Ask for booklet K-6. 
Same care given to large or small orders 


GisHOLM & (GAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Are Stocks Still 
a Buy 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 


Div. 97-48, Babson Park, Mass. 


Egon Service is the 
source of Power and 
Light for Chicago and 
A Century of Progress. 


Commonwealth Edison Company 
CHICAGO 
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BREVITIES 


BOARD ROOM 


Hears Around Broad and Wall bay. 


A vusurn AUTOMOBILE is in the rumors again with mention of a possible merger 
with Cord Corporation—a case of where the little fish became big enough to 
swallow the big fish. . . . A rumor also has it that E. L. Cord and his cronies 
have been buying into Graham-Paige for no apparent reason. . . . That famous 
“power trust” jibe of the Hearst papers against F. E. Bonner, one time secretary 
of the Federal Power Commission, has cost Publisher William Randolph $95,000 
to date and 12 other suits are still pending. . . . With Americans drinking 24 
billion gallons of coffee per year it is little wonder that Canada Dry has brought 
out a new coffee beverage, known as Cafay Dry. . . . Speaking of new names 
for beverages, “Burp” is the name of a nickle-a-bottle beer selling around Miami, 
Florida. . . . Uncle Sam may soon have his own “Scotland Yard” but Ray 
Moley will never be a Sherlock Holmes—he is too much like Dr. Watson. . . . 
New York City will soon have a one-cent daily newspaper to be known as the 
“Front Page”. . . . That automobile factory that was supposed to be con- 
verted into a brewery is plodding along too slowly for some of the new stock- 
holders in the situation—you will hear more about it soon. . . . 


W aictey was the first, and so far the only one, to increase its dividend rate 
to cover the new tax on dividends, but several other corporations have been think- 
ing along the same lines. . . . You will soon be able to buy sausages rich in 
Vitamin D, but what this country needs is a sausage that will not shrink in the 
frying pan. . . . The next thing for politicians to worry about is the American 
Legion convention at Chicago in early October when the concentrated howl about 
that $300 million cut in veterans’ allowances will be heard. . . .The smiles on 
the faces of brokers over stiffening margin requirements and other restrictions 
are hiding some pretty hurt feelings—this is due to the exodus of the pool 
operators out of the N.Y.S.E. member houses to the unlisted firms. . . Tax 
exempt securities may be a thing of the past after the next Congress meets. . . . 


Socony-vacuum, Gulf Oil of Pa. and Houston Oil are among the pet stocks 
mentioned for dividend resumption before the year-end—but these reports are not 
being taken too seriously in some quarters. . . . Scotch terriers may soon be 
capering through the advertising columns again with Scott Paper applying for 
a trade-mark picturing the pups. . . . In compliance with the Securities Act, 
one tipster sheet is sending out a letter that it is receiving a fee of $900 per week 
to prepare and distribute publicity on a certain television company—and it’s the 
suckers who have to pay the bill in the long run. . . . “Standing Room Only” 
signs may have to be hung in the National Broadcasting Studios soon with prac- 
tically all choice time-periods signed up for fall. . . . High mogul Draper of 
the Tennessee Valley Authority has brought a premature end to the pipe dreams 
of certain Washington liberals with his statement, “Care is to be taken that 
whatever power is developed (at Muscle Shoals) will not compete with existing 
power interests”. . . . 


Juneau is the name of Ben Smith’s new horse, which is not from Alaska. . . . 
Eskimo Pie Corporation can’t bring out a soft drink under the name “Eskimo 
Pop”—Cliquot Club stepped in and got a court injunction. . . . With millions 
of dollars bet each year on the horses regardless of the law, the legislators in 
several states are wondering if legalized betting wouldn’t be a nice plum for 
taxation. . . . Winthrop Aldrich of Chase National is being credited with the 
authorship of the cooperation plan which the leading New York banks signed. 
. . . Efforts to unionize the Wall Street clerks have failed again—that was 
the third attempt in as many years. .. . 


Roprtep WHEAT is the new breakfast food that Loose-Wiles is bringing out to 
compete with National Biscuit’s Shredded Wheat—both companies are members 
of the National Pretzel Manufacturers Association, which has a code all its own. 
. . . Speaking of codes, Loft has to sign under eight different industrial codes, 
which may be a record for a single company. . . . The Bacardi family of Cuban 
rum fame are being deluged with offers from American distributors to handle 
their brand following repeal. . . . Along the same line, the leading European 
liquor dealers are all set and waiting for the deathknell of prohibition, having 
already signed up for American distribution. . . . Secretary of the Treasury 
Woodin has come under some criticism for presenting gold tennis trophies when 
the country is supposed to be off the yellow metal standard. . . Now they 
want to change the name of Hyde Park, the new summer national capital, to 
Hideaway Park, because it has more guards than any estate in the world. 
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ARMOUR 4535 COMPANY 


E Board of Directors of Armour and Company (Illinois) 

has approved and submitted to stockholders, for vote on 

August 22, 1933, a Plan for readjustment and simplification of 

the capital structure of the Company. Holders of a very large 

number of shares of stock have already indicated their approval 
by sending in their proxies. 


The management believes that this Plan affords to all classes 
of stockholders a real opportunity materially to improve the 
financial structure of their Company, and in doing so to 
place themselves in a position directly to benefit from such 
improvement. 


In order that this Plan may be adopted, it is important that 
the stock of the corporation be represented as fully as possible 
at the meeting to be held on August 22, 1933. Stockholders and 
holders of voting trust certificates who have not yet sent in their 


-AUGUST 16, 


proxies are therefore urged to do so at once. 


Full details with respect to the Plan and its benefits are con- 
tained in the President’s letter dated July 14, 1933 and enclo- 
sures, copies of which will be mailed upon request. 


August 2, 1933 


This notice is addressed to stockholders residing in the state in which it is printed 


ARMOUR COMPANY 
By: T. G. LEE, President 
UNION STOCK YARDS 


CHICAGO, .ILLINOIS 


FIVE LAGGARDS 


Concluded 


from page 161 


with Ford, Chevrolet and Plymouth. 
Reflecting improved conditions in the 
automotive trade since the first of the 
year sales of the company have ex- 
panded sharply, although a portion of 
this is accounted for by dealer takings 
as registrations of Hudson and Essex 
cars for the 6 months ended June 30, 
1933, amounted to 17,359 units, com- 
pared with 21,953 units in the cor- 
responding 1932 period. The company 
earned 10 cents per common share in 
the quarter ended June 30, although a 
deficit equal to 83 cents per share was 
shown for the 6 months ended on that 
date, reflecting a substantial first quar- 
ter loss. . Operating economies of a 
permanent nature have been effected 
in recent years, and the company is 
now in a position to realize a profit 
on a substantially smaller volume of 


1933 


business. Resumption of more normal 
demand for passenger cars should be 
favorably reflected in sales and earn- 
ings of this company. 


4 MIssouRI-KANSAS-TEXAS serves a 
territory located in Missouri, Kansas, 
Oklahoma and Texas through 3,240 
miles of railroad. This area has en- 
joyed moderate ‘industrial development, 
but traffic ‘originated is principally 
agricultural, ‘mining and oil. This 
company reports a satisfactory finan- 
cial condition, has.earned fixed charges 
throughout the depression, has done no 
borrowing from the R.F.C. and has no 
bond maturities until 1962. Although 
the company had no earnings ap- 
plicable to the preferred or common 
stocks for the 6 months ended June 
30, 1933, car loadings have been run- 
ning some 20 per cent ahead of one 
year ago during the past few months, 
which augurs for improved earnings. 
A very substantial leverage is present 
in the situation and should materially 
improve net earnings a 


-of--expanding revenues, - 


‘it was stated that “there is 


‘of a year ago. 


rectors’ hope of early repeal, 
-would decidedly help the demand- for 
. White Rock Mineral 


: White Rock’s Decline 


Threatens Dividend 


HE publication of the half-year 

report of White Rock fulfills the 
prediction made in the June 21, 1933, 
issue of THE FINANCIAL WORLD, when 
some 
question regarding the company’s 
ability to show much of a gain in 
earnings [in the second quarter].” 
The income account showed earnings 
of 41 cents a share for the second 
quarter, or the same amount as in 
the first quarter, making a total of 
82 cents a share for the half-year, 
against $1.48 a share in the first half 
The declaration of the 
regular 50-cent quarterly dividend last 
week (which is payable October 1), 
must, therefore, be based-on the di- 
which 


mixing purposes. -- - ve 
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Butts 


AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 


The ratings used in this department 


ere taken from THE FINANCIAL WORLD independent Appraisals of Listed Stocks 


American Ice 4 
Last week American Ice began the 
distribution of beer, but not its own 
make. Whether the company’s ven- 
ture into brewing will do little more 
than keep a few idle trucks busy is 
uncertain, but the fact that the best 
season for beer is almost over suggests 
that earnings from this source will be 
relatively unimportant for the current 
year. The company has made prog- 
ress in reducing its outstanding bank 
loans to $400,000, as compared with 
$1.9 million a year ago. The pro- 
tracted spell of hot weather has con- 
tributed heavily to increasing ice sales 
and reports indicate that July was the 
best month for the company since 
1930. It is apparent, however, that 
further gains must be made to wipe 
out the loss registered in the first half 
year. 


Good auto sales continue. New cars 
on the road confirm the trend. The 
industry has been steel’s support until 
demand for heavier equipment enters 
the market, a strong probability before 
the fall gets far along. 


American Safety Razor 4 “C+” 
Selling to yield over 8 per cent at 
present prices, American Safety Razor 
is one of the peculiar stocks which is 
often expected not to cover its dividend, 
but always does. Operating in a highly 
‘competitive field where bootleg blades 
and patent infringements have been a 
constant annoyance, the company main- 
tained its position throughout the de- 
pression and now earnings are begin- 
ning to give the first evidence of im- 
provement. Net income for the six 
months ended June 30, 1933, equalled 
$1.59 a share, against $1.52 a share 
in the first half of 1932; earnings for 
the June quarter at 86 cents a share 
were greater than the 73 cents a share 
in the March quarter and also the 80 
cents a share in the second quarter 
of 1932. Directors meet next week 
(August 22) to consider the pay- 
ment of the regular 75-cent quarterly 
dividend which is due September 30. 
As the company enjoys a strong finan- 
cial position with current assets of 
$3.1 millions, including cash and mar- 
ketable securities of $1.3 million, 
against current liabilities of only 
$223,690, there should be no question 
regarding the continuance of the $3 
annual rate. 


Newspaper paragraphs relating in- 
creases in wages by large corporations 
and additions to employment clearly 
mark the direction from which fall 
trade winds are blowing. 
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RATING CHANCES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMONS: 
American Steel Foundries...C+ to C 
at Cc to C+ 
Bigelow Sanford. <2 to D+ 
Electric Auto-Lite. C+ toC 
Kelsey-Hayes A........ .-D toD+ 
Kelsey-Hayes B........ ...D toD+ 
Motor-Meter D toD+ 
Philadelphia Reading toC 
Poor. toD+ 
Cc toD+ 
Revere Copper & Brass...... D+ toC 
Standard Bil o of Calif. B+ toB 
PREFERREDS 
C+ toB 
Durham Hosiery............ D toD+ 
Electric Auto-Lite........... B twoC+ 
National Lead A to A+ 
National Lead B 6% ...B+ toA 
A+ to B+ 


American Tel. & Tel. 4 _— 


When the directors of American Tel. & 
Tel. meet this Wednesday to act on the 
quarterly dividend payable October 15 
no marked uncertainty should surround 
their action for they will have before 
them the impressive recovery made by 
June earnings. Net operating income 
for June of $1.5 million, compares with 
only $43,200 for June, 1932. Since 
June revenues were $7.7 millions, 
against $7.2 ‘millions in the same 
month a year ago, it is apparent that 
a large portion of the gain came as 
a result of operating savings. It is 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
see eee Sound Bonds 25 
tl.... Sound Preferreds ... 25 


. Sound Common Stocks. . 25 
IV... Speculative Securities 25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


also understood that a_better-than- 
seasonal performance was shown by 
the Bell System throughout July in 
reflection of increased stock market 
and other activity, but August thus 
far has indicated a downward trend. 
In the third quarter of last year the 
equivalent of $1.90 a share was earned, 
thus making earnings for the first nine 
months of the year a total of $5.92 
per share of common. To equal last 
year’s three-quarter earnings, the com- 
pany would have to earn $2.38 a share 
in the current quarter as for the first 
half-year earnings amounted to only 
$3.54 a share. This appears unlikely 
unless there is a further marked im- 
provement in September revenues in 
reflection of fall trade revival. 


Washington is replacing New York as 
a rumor mill. The Capitol is filled 
with speculators, politically minded, 
having their ears close to the ground. 
Too close, for many were caught out 
on the limb when the market cracked. 
Most of the gossip is unreliable. 


American Woolen 4 “D+” 


For the first time in six years Amer- 
ican Woolen Company, reputedly the 
world’s largest manufacturer of woolen 
goods revealed a net profit, indicative 
of the marked improvement in the tex- 
tile industry during the first half of 
this year. The company reported for 
the six months ended June 30 a profit 
equal to 49 cents a share on the pre- 
ferred stock. This compares with a de- 
ficit of $6.8 millions in the first half of 
1932. Loss on inventories during the 
first half of 1932 was $3.3 millions 
against only $236,059 during the 1933 
period. The balance sheet as of June 
30 shows inventories of $23.5 millions 
against $16.9 millions on December 31, 
1932. Preferred stock is carried on 
the June 30 balance sheet at $41.3 
millions, against $47.8 millions, reflect- 
ing purchases for retirement. 


More is being heard of corporations 
opening new avenues for earning 
power. This tendency is remindful of 
the last boom, but it then proved more 
disappointing than successful. The 
old order still rules, that it is one 
thing to enter a new line and another 
to make a success of it. 


Best 4 
While the first six months of the year 
is seasonally the least favorable for 
Best & Company, this year the com- 
pany was able to do immeasurably 
better than last year in reporting the 
equivalent of 58 cents per common 
share for the half-year ended July 31, 
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1933, against only one cent a share in 
the same period of a year ago. There 
would appear to be little iikelihood, 
therefore, that the department store 
will fail to exceed the $1.05 a share 
earnings of the past fiscal year in: the 
current period. Earnings have always 
exceeded $1 per share in the last six 
months’ period. In fact, average earn- 
ings of the last half of the past three 
years have been $1.50 a share. With 
the prospect of earnings of over $1.50 
a share for the full year, the stock 
can not be said to be a bargain but it 
does offer good possibilities of dividend 
resumption. Financial position is 
strong wth $3.4 millions of current 
assets, including $1 million of cash, 
against current liabilities of only 
$602,721. Prior to the omission of 
dividends just a year ago, the company 
had an uninterrupted record back to 
1927 with distributions averaging more 
than $1.40 per year. 


All the talk of moving the Stock Ex- 
change to some other state arouscs 
sarcastic comment among the better 
posted. It has too many millions per- 
manently tied up to allow taxes, a 
temporary situation, to justify sa 
radical a change. It’s talked about for 
moral effect upon politicians. 


WEEKLY RECORD OF EARNINGS 


To June, 1933 1932 
2ndQ. 6 Mos 


EARNED PER SHARE: 6 Mos. 
American News Co............ 0.02 nil 
American Safety Razor Corp.. 0.86 1.59 1.52 
American Stores Co........... 1.82 1.96 
American Thermos Bottle... . . pl.07 0.66 
American Woolen.......... p).4y nil 
Anchor CapCorp............ 0.67 0.69 0.60 
Associates Investment Co. .... 2.15 3.27 3.27 
0.13 0.11 nil 
wi.44 w?2.47 w2.42 
Briggs & Stratton Se 0.20 0.21 0.05 
Commercial Credit Co. : Karis 0.16 0.40 
Commercial Investment Trust. cans 1.12 1.03 
Dominion Stores, Ltd......... ae 0.55 0.79 
Plectrie Auto-L iteCo:..... 0.19 0.19 1.08 
Faleonbridge Nickel Mines, Ltd 0.08 0.15 eed 
Fifth Ave. Bus Securities Corp.. 0.15 0.31 0.31 
Freeport Texas Co............ 1.31 1.45 
Garlock Packing Co.......... ale 0.34 0.20 
Grand Union Co............. p0.64 po.71 0.62 
Hershey Chocolate Sane 0.90 1.66 2.66 
Household Finance Corp... ... p3.79 ps.41 p8.87 
Mapes Consolidated Manufac- 

2.87 3.07 
Mohawk Carpet Mills........ ey 0.06 nil 
Moto Meter Gauge & Equip. 0.15 0.03 nil 
National Air Transport, Inc. . . 0.19 0.25 0.10 
National Candy Co........... aes 1.28 nil 
National 0.71 0.84 0.53 
Pacific Tel. Sys. 1.96 2.29 3.22 
Peoples Drug Stores, a. ota 0.27 0.86 0.80 
Revere rass.. 0.07 nil nil 
Sharp & Do po0.65 pl.18 pl.36 
Standard Oil oft California... 0.14 0.09 0.53 
Thacher Mfg.Co............. p0.93 pi.28 p.140 
thompson Products, Inc. . 0.81 0.50 nil 
United Aircraft & ransport 

0.35 0.50 0.28 
United TGerperetion 0.06 0.15 . 0.23 
Western. Union Telegraph Co... 2.89 2.53 0.33 
Wheeling & Lake Erie Rwy. . eran t2.26 nil 
White Rock Mineral Springs. . 0.43 0.83 1.48 

12 Months to June 30 
Clorox Chemical Co.......... eaie's 2.00 2.31 
Duquesne Light Co.. 47.13 
Los Angeles Gas & Hiect. Corp. pl7.50 = p22.84 
Cos., Inc. . 0.83 0.83 
Philadelphia Co. 0.71 1.54 
40 Weeks to June 8 
28 Weeks to July 15 
Cushman’s Sons, Inc......... 04.64 6.66 
June 25, 1932, to June 30, 1933 
American Hide & Leather Co... p6.28 


Earnings are on common stock unless otherwise noted. 
p ce stock. t On prior preferred. ¢ On combined 
prefe w On class A stock under participating provisions. 
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Dominion Stores 4 “| 


With conditions running about the 
same in Canada as in the United 
States with a considerable amount of 
unemployment in the early part of the 
year, it is not surprising that Dominion 
Stores should fail to cover its dividend 
requirement in the first half of the 
year. Net income for the period 
equalled 55 cents per share of com- 
mon, against the semi-annual dividend 
requirement of 60 cents, and compared 
with 79 cents a share in the first half 
of 1932. According to Morley Smith, 
president, “industrial conditions in 
Canada are reported to be showing 
substantial improvement and employ- 
ment is on the upgrade if better 
industrial conditions and _ increasing 
price levels continue, this should in- 
sure substantially increased profits for 
Dominion during the final six months 
of the year.” But what will Mr. 
Smith recommend to his fellow direc- 
tors when they meet early in Septem- 
ber to consider the quarterly payment 
due October 1? Current assets are 
three times current liabilities, but the 
company can not long maintain the 
$1.20 annual dividend if it is not 
earned. 


When plungers of the type of Dr. 
Crawford can run a shoestring into a 
large failure in the grain market, the 
need for controlling such wnsound 
operations is suggested. They are a 
menace to economic soundness and 
lure lambs to the slaughter house. 


Electric Auto-Lite 4 “CH” 


As a leader among the more specula- 
tive shares, Electric Auto-Lite is not 
what it used to be. The disappear- 
ance of earnings during the first 
quarter of this year dampened en- 
thusiasm for the stock and the an- 
nouncement that earnings for the 
second quarter were only 19 cents a 
share was received without a ripple. 
Earnings for the second quarter of 
1932 amounted to 54 cents a share. 
With income still running below a year 
ago, while many of the other motor 
equipments are beginning to show 
gains, some question has been voiced 
as to whether or not the company will 
be able to equal the $1.21 a share re- 
ported for the full year of 1932. It 
is evident that the company. will have 
to score a further sharp gain in earn- 
ings in the current period to justify 
the present price of the stock. 


Industry has been prompt in standing 
behind NIRA. Labor, on the other 
hand, is kicking up. Whether the 
Government can put enough teeth be- 
hind the NIRA plan to force labor into 
line is what creates so much uncer- 
tainty in speculation for the moment. 


Kelvinator 4 — 


Beer legalization proved’a real boon 
to Kelvinator in turning its earnings 
trend about, for after showing a loss 
equal to 59 cents a share in the’ six 
months ended March 31, 1933, the 
company was able to report $1.26 a 
share in the June quarter, thus making 
net for the nine months 55: cents..a 
share. But gains did not stop’in June, 
according: to. the company’s» president, 
who announces that July shipments 


umaNis u 


for more than a decade has ac- 
curately forecast market trends 
in periods of prosperity and de- 
pression. 

Our clients have been continu- 
ously apprised of profit making 


short swings opportunities in the 
Stock Market. 


“With Inflation” 


enormous profits will be taken 
from the market by those who 
know 


What to Buy.... When to Buy 
and at 


What Prices to Buy and Sell 


Definite instructions are given 
constantly by 


Ti LumaNiS URVEY 
24 Fenway, Boston, Mass. 
Kindly send to me detailed information re- 


garding the Special introductory offer of 
your service 


Name 


Address 


Sign and mail coupon today. 


Our Monthly Market Letter 


discusses the 


Rayon Industry 


Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curh Exchange 


115 Broadway 60 East 42nd Street 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


Management 9 


Problems 
Whatever their nature they may be 
solvable. Reorganization and re- 
financing of corporations of good 
past earnings records and prospects. 
Interview solicited by 


correspondence 
H. D. WILLIAMS ] 
120 Broadway New York City , 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
“Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. ‘Tel. WHitehall 4-6468 
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O you know the best economic 
thought concerning the _ insistent 
question, “Are stocks too high’? 

Read the Business Economic Digest and 

learn the cross section of the opinions of 

all the leading authorities. Take advan- 
tage of many hitherto lost 


Opportunities for Profit! 


Digest records of sound forecasting have 
proved its profitable merit to its consist- 
ent clients. Devoid of bias, propaganda, 
or prejudice, its Weighted Average of 
authoritative opinions — scientifically 
weighted according to their past accu- 
racies—now predicts favorable futures for 


Many Good “BUYS” 


in rails, motors and other progressive in- 
dustrials. Don’t be a “sold out bull’! 


Send for a free current copy 
of The Digest! Learn of this 
remarkable sound method of 
comparative stock analysis, 
augmented by the famous 
Weighted Average. Grasp 
the opportunities for profits 
pointed out in The Digest’s 
list of specific recommenda- 
tions. 


The BusinessFconomicDigest 
Gage P. Wright Pres 
342Madison Ave. NewYork NY 


Without obligation mail me your 
current Digest. 
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people; if you have finan- 
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Threefold Investment Serv- 
ice at $10 a year (Canada, 
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terms. 


Promotion Manager, 
The Financial World 
53 Park Place, New York 
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were 330 per cent ahead of the same 
month of 1932 while unfilled orders are 
running five times those of a year ago. 
The company is now marketing a com- 
plete line of beer-cooling equipment 
and has made arrangements with 
several bar manufacturers for the in- 
stallation of Kelvinator and Leonard 
units in their bars. But now the 
season for beer is beginning to peter 
out and it is to be expected that the 
demand for refrigeration equipment 
will decline on a seasonal basis. 


Highway building is perking up. That 
means better prospects for the cement 
industry. One highway, however, that 
won't be built is one that marks a 
straight road to successful speculation. 
There are bumps in that pathway that 
cannot be avoided. 


Montgomery Ward 4 = 


Sales of this big mail order company 
are pushing forward in good fashion 
with July the third consecutive month 
in which volume has exceeded the 
same month of 1932. Combined sales 
for the June quarter at $44.9 millions 
topped the same quarter of last year 
by 10 per cent. Quite contrary to the 
usual seasonal trend, second quarter 
sales eclipsed by nearly $8 millions the 
dollar volume of the first quarter. 
This, however, is explained by the fact 
that the bank moratorium cut sales 
during the first three months. A con- 
tinuance of the recent improvement 
during August, which is usually a 
better month than July, would bring 
seven months’ sales to a parity with 
the same period of last year. 


In place of the fear prevailing last 
year in regard to the maintenance of 
dividends there is cxpanding hope of 
additions to the dividend column and 
increases among those already being 
paid. Investors are studying such 
prospects more carefully. 


Shell Union Oil 4 “D+” 


Despite somewhat smaller bookkeeping 
charges, Shell Union reported a de- 
ficit of more than $14 millions for the 
first half of 19338, compared with a 
deficit of $2.9 millions in the same 
period of 1932. The unfavorable con- 
ditions of the first quarter continued 
through April and May, but the im- 
provement in June was not spectacular 
and was wholly inadequate to offset re- 
sults of the earlier months of the year. 
The reduction in cash and equivalent 
to $27.9 millions on June 30, as com- 
pared with $34.5 millions a year pre- 
vious, is accounted for by purchases 
made last year of the company’s own 
debentures. - About a third of the half 
year loss was sustained in the second 
quarter, which should normally yield 
much better results than either the 
first or fourth quarters. 


Of late there is less concern about the 
dollar’s behavior abroad. The reason 
for this may be that European opinion 
fears a quick snap back if industrial 
recovery here eventuates, Left alone, 
the dollar can take care of itself for 
there is too much potential demand for 
dollar exchange to allow it to sink 
far. 


Standard Oi] of Cal. 4 “p* 


Dissension in the ranks of the major 
Standard Oil units has appeared over 
the question of price fixing in the 
NIRA code for the industry. The 
California management claims that 
curing overproduction of crude will 
not automatically assure reasonable 
prices for oil products, stating that 
despite the fact that California’s pro- 
duction has been approximately bal- 
anced with demand for three years, 
price conditions have been such as to 
make it impossible for the California 
oil companies to earn a reasonable re- 
turn on their investment. The other 
leading Standards appear to oppose 
price fixing, not only on economic 
grounds, but in the fear that it would 
be another important step in handing 
the industry completely over to gov- 
ernment control. Standard of Cali- 
fornia showed a sharp drop in earn- 
ings in the first half reporting 9 cents 
a share against 53 cents a share for 
the same period of 1932. The regular 
25-cent quarterly dividend was de- 
clared payable September 15. 


The “Buy Now” campaign is having a 
lot of gas pumped into it. Whether it 
will put the campaign over remains to 
be seen, for such sunshine movements 
cannot succeed unless their timing is 
right. People will not buy because of 
urging unless they have the money in 
their jeans. 


Thatcher Manufacturing 4 “C+” 


Despite the fact that the first half of 
Thatcher Manufacturing’s year is not 
the most profitable, the company was 
able to show some improvement as the 
six months progressed. Earnings equal 
to 98 cents a share on the $3.60 con- 
vertible preference stock were turned 
in for the June quarter, representing 
an increase over the 35 cents per share 
of preference stock in the preceding 
quarter. For the six months periods, 
earnings were $1.28 a share compared 
with $1.40 a share, respectively, on the 
preference stock. The maintenance of 
preferred dividends will depend upon 
the profits which accrue in the second 
half of the year, but if the 93 cents a 
share earned in the second quarter may 
be taken as a criterion it may be as- 
sumed that the company will have no 
difficulty in covering the preferred 
dividend requirement with something 
to spare for the common stock. 


With many of the half-year reports 
showing increases, as compared with 
a year ago, investors are being lulled 
into the belief that no declines will be 


shown in the third quarter. But they 
better watch their step. 
U. S. Gypsum 4 “C+” 


Estimates circulated to the effect that 
U. S. Gypsum would earn $1 for the 
first half of the year proved to be 
slightly out of line, for the actual re- 
port showed 47 cents a share earned, 
against 57 cents a share in the first 
six months of 1932. Thus the company 
failed to cover the 50-cent semi-annual 
dividend requirement, but the directors 
met anyway and declared the regular 
25-cent quarterly payment due October 
2 to stockholders of record Septem- 
ber 15. 
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There Can Be 
Too Much Leverage 


a pyramided holding company 

structure (one or more holding 
companies superimposed upon others) 
or a large percentage of senior securi- 
ties in capitalization, or both. The 
greater the leverage factor, the larger 
the advances and declines in per share 
earnings on the equities in periods of 
prosperity and depression, respectively. 
In most cases, the market fluctuations 
in the leverage stocks are proportion- 
ately wide; they tend to decline very 
sharply in bear markets and advance 
rapidly in, bull markets. Stocks with 
a high leverage factor are generally 
very speculative, but for those who are 
willing to take the risks involved, they 
often present attractive opportunities 
for large percentage gains in the early 
stages of a bull market. 

Many of the better known leverage 
stocks acted in the traditional manner 
in the April-July market, scoring 
heavy advances. Others advanced re- 
latively little. The reason for the 
failure of many of the latter group to 
participate in the market recovery to 
the extent which might be expected on 
the basis of the large leverage factors 
present is weak financial position. A 
pyramided capital structure will not 
provide much basis for advancing 
prices for the equities if the whole 
structure is likely to topple over as a 
result of inability to meet obligations. 
This, however, was not the reason in 
every case. For instance, United 
Founders, although it has one of the 
highest leverage factors to be found 
among well known stocks, and the 
company is not faced with any financial 
difficulties, was recently quoted for 
only a little more than twice its 1933 
low of 75 cents a share. 

The chart accompanying this discus- 
sion gives a good suggestion of the 
magnitude of the leverage in the 


Lee can be provided by 


United Founders situation as it shows 
most of the important ramifications 
of the heavily pyramided structure. 
But it does not tell the whole story, 
for in addition to the long chain of 
holding companies and other concerns 
building up the various stages of the 
pyramid, the senior securities (bonds 
and preferred stock) of the numerous 
units in the group. must be considered. 
The two most important subdivisions 
are the American Founders group of 
investment trusts and the public utility 
concerns for which the U. S. Electric 
Power Corporation is the top holding 
company. The three investment trusts, 
International Securities Corporation of 
America, Second International Securi- 
ties, and U. S. & British International, 
all have substantial amount of bonds 
and preferred stock outstanding. The 
Standard Gas & Electric group of 
utility companies is highly pyramided, 
not only through multiplication of 
holding companies, but also through 
heavy senior capitalizations of constit- 
uent units. 

This pyramid is made all the more 
top-heavy by the superimposition of 
Standard Power & Light and U. S. 
Electric Power Corporation, both 
purely holding companies. U. S. Elec- 
tric Power, which sold above 33 in 
1929. in which year the company was 
formed and United Founders interest 
acquired, declined to a low of § last 
year, and has shown relatively little 
recovery, currently being quoted around 
$1 a share. This is clearly a case 
of too much leverage. It is not pos- 
sible to carry on the pyramiding proc- 
ess indefinitely with profitable results. 
Even in prosperous times, the law of 
diminishing return is eventually en- 
countered. In times of economic ad- 
versity, the greater the pyramiding, 
the weaker the position of the stocks 
of the top companies. 


MAGNITUDE OF LEVERAGE 


IN UNITED FOUNDERS 


UNITED FOUNDERS 


Stack 


| AMERICAN FOUNDERS 


| SECURITIES CORP OF AMERICA 


Voting [Canteot 


lus ELECTRIC POWER cone| 


Controt 


|srannano POWER 


Voting 
Control 


INT'L SECURITIES CORP OF 


PHILADELPHIA COMPANY |stawoano GAS & ELECTRIC 


| 


| US & BRITISH INTL CO LTD 


| DUQUESNE LIGHT cowry 


CALIFORNIA OREGON POWER COMPANY 


LOUISVILLE GAS & ELECTRIC COMPANY 
MOUNTAIN STATES POWER COMPANY 


AMERICAN & CONTINENTAL cow | 


| EQUITABLE GAS COMPANY 


SAN DIEGO CONSOL. GAS & ELEC CO 
SOUTHERN COLORADO POWER COMPANY 


& GENERAL SECURITIES cone 


PITTSBURGH RAILWAYS COMPANY 


WISCONSIN PUBLIC SERVICE CORP 
AND OTHERS 


NORTHERN STATES POWER COMPANY 
| OKLAHOMA GAS & ELECTRIC COMPANY 
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32% Profit 


American & Foreign Power 


On July 17th, the day before the break 
began, “Market Action,” our weekly 
trading bulletin, presented recommen- 
dations which enabled subscribers to 
take profits of 32°: in American & 
Foreign Power, 17% in American Inter- 
national, 18‘¢ in Baltimore & Ohio. 
An average gain of 9.76% was ob- 
tained on ail commitments recom- 
mended in this bulletin. 


THE WARNING 
BEFORE THE BREAK 


The July 10th issue of “Market Action,” 
summarizing the condition of the 
market, said: “We expect a major re- 
action to begin either Saturday or 
Monday. It should eventually carry 
prices down to about the September 
top of 81.39.” Prices reached their 
highest level, 110.53, during the fore- 
aoon Tuesday (the 18th) and by Fri- 
day had declined to 84.45. 


Follow ‘Market Action” 


Whether you are interested in_ short 
or long swings, “Market Action” will 
tell you what stocks to buy and when. 
Send for it TODAY! 


WETSEL 


-MARKET BUREAU, INC. 
Empire State Bldg., N. Y. City 
C] free sample copy of ‘Market 


I enclose $1 for 4 weeks’ trial 


subscription, 
Address ..... 


Just Issued! 


STOCK MARKET DIARY 
Loose-Leaf Record Book and Forecaster 


1. FORMS, RECORDS AND CHARTS to 
meet the investor's and trader’s every 
need. 

2. 101 FORFCASTING RULES. When to 
buy and sell told simply and concisely. 
The high-lights of all available knowledge 
on forecasting. 


200 Pages, Price $3.50, Pocket-size. Indexed 
Your own name gold-stamped on flexible cover. 


STOCK MARKET DIARY CO. 


111 Sutter St., San Francisco 


Inflation— 
More Coming? 


Send for FREE Bulletin FWAG-12 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


ANNUITIES — at Bargain Prices 


Probably never again can an annuity be bought on pnd 
favorable terms as now. Two large, ge, BUT THES 
still orfer returns well above the aby 
MORE LIBERAL RATES CANNOT L 

¥ are LARGE, safe a ndable 
free irom ALL income taxes, for many yea 
MAILED without pt Give eges. 


Ernest W. Culberson & Associates 
225 Broadway Phone BArclay ?-4500 New York, N.Y. 
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Dividends Declared 


Regular 
Pe- Pay- Hdrs. of 
Company riod able 

Am. Invest. Sec. Co........... S Aug. 15 Aug. 3 
Am. Laundry Mach. . a Q Sept. 1 Aug. 22 
Archer-Daniels-Midland ..25¢ .. Sept. 1 Aug. 21 
Butler Wtr 7% pf............ 1.75 Q Sept.15 Sept. 1 
$1 Q Aug. 15 Aug. 3 
Central Arkansas Pub. Serv. a8 “4 Q Sept. 1 Aug. 15 
Cent. Tu .. Aug. 21 Aug. 10 
Chi Q Sept. 1 Aug. 15 
Chi Bas El. Generating Q Sept. 1 Aug. 15 
— N. 0. & Texas Ry. Co. 5% 

1.35 Q Sept. 1 Aug. 15 
clear Spring Water Service, $6 

$1.50 Aug. 15 Aug. 5 
cal & Aikman $1.75 Sept. 1 Aug. 19 

. Carbon . .50c Q Sept. 1 Aug. 18 
Commonwealth ‘Lean Co 7% 

1.75 Q Sept. 1 Aug. 20 
Creaperies of A, Inc. $3.50 con 
Q Sept.10 Aug. 10 
ag th ..75¢ Q Sept. 1 Aug. 15 
Paso “Elec. Co. (Del.) 7% 
$1.75 Q Oct. 16 Sept. 29 
Bo tap) $6 pf B.. $1 3 Q Oct. 16 29 
El Paso Elec. Co. (Texas) 6% 
Q Oct. 16 Sept. 29 
E. St. _ & Inter. Wtr. = 
Q Sept. 1 Aug. 21 
E. & Inter. Wtr. 
$1.50 Q Sept Aug. 21 
Federal L. & T. pf... $1.50 Q Sept. 1 Aug. 15 
Ft. Wayne & Jack RR. 510% 
pf. . $2.75 S Sept. 1 Aug. 19 
F. inn ‘& Co. 7% p.. $1.75 Q Sept. 1 Aug. 16 
Gates R. Co. 7% pf $1.75 Q Sept. 1 Aug. 16 
Gen. Mills pf...... $1.50 Q Oct. 2 Sept. 14 
Gen. Motors Corp... 25e Q  Sept.12 Aug. 17 
Gen. Motors Corp. $5 pf... .$1.25 Q Nov. 1 Oct. 9 
G'dyr. T. & R. tst t pf... .50e Q Oct. 2 Sept. 1 
Guggenheim & Co. 7°% Ist pf. $1.75 Q Aug. 15 July 29 
Homestake Min. Co........ 75c M Aug. 25 Aug. 19 
Lake Dist. Power 6° 
$1 Q Sept. Aug. 15 
Do 7% pf........ $1.75 Q Sept. 1 Aug. 15 
Ludlow Sth. Asso. . .. $1.50 Q Sept. 1 Aug. 5 
Mapes Q Oct. 2 Sept.15 

75e Q Jan. 2 Dec. 15 

Do.. 5 ......75¢ Q Apr. 2 Mar. 15 

Do Q July 2 June 15 
Muncie Water Works 8% pf. $2.00 Q_ Sept.15 Sept. 1 
Murphy (G. C.) Co........... 40c Q Sept. 1 Aug. 21 
Nat'l Bd. & Sh. Corp. 25¢ .. Sept.15 Aug. 31 
Nat. Sug. 50c Q Oct. 2 Sept. 1 
Newberry (J. J 5e Q Oct. 1° Sept. 15 
ar Castle (City Ce Wtr. Co. 6% 

150 Q Sept. 1 Aug. 21 
otf Oil pf. . $1.50 Q Sept.15 Aug. 31 
Ohio Pw. Co. 6% ee $1.50 Q Sept. 1 Aug. 5 
Ohio Public Service 7% 

58 1-3c M Sept. 1 Aug. 15 
M Sept. 1 Aug. 15 
.41 2-3c M Sept. 1 Aug. 15 

Patterson 12%c Q Sept. 1 Aug. 15 
Phoenix H. Co. Ist pf.. 87¥ec .. Sept. 1 Aug. 15 
Pillsbury Flour M.. ..25¢ Q Sept. 1 Aug. 15 
Ponce E. Co. 7% pf... $1.75 Q Oct. 2 Sept.15 
$3 Q Sept. 1 Aug. 21 
Rolland Paper Co., Ltd., Pt. -$1.50 Q Sept. 1 Aug. 15 
Savannah El. & Power 6% pf...$3 S Oct. 2 Sept. 8 
8% $2 Q Oct. 2 Sept 8 
Do 744% pi. B....... $1.87! Q Oct. 2 Sept. 8 
8 ea $1.75 Q Oct. 2 Sept. 8 
Do 616°, pf. ea $1.62! Q Oct. 2 Sept. 8 
Southern P. Line.......... -.10c Q Sept. 1 Aug. 15 
Stand. Oil of Cal.......... Q Sept.15 Aug. 15 
Standard O. of Cal......... | 25¢ Sept.15 Aug. 15 
Standard O. of Ind.... .. 25¢ Q Sept.15 Aug. 15 
Standard O. of Neb. Q Sept.20 Aug. 30 
Tel. Mfg. 

. .$1.6234 Q Sept. 1 Aug. 14 
Tare Haute Wtr. W 7% pil. Q Sept. 1 Aug. 21 
Tex.-O.-Kan. Fir Co. 7% 

pf Q Sept. 1 Aug. 15 
Tex. U. Co. 7% a $1.75 Q Sept. 1 Aug. 21 
Tex. Gulf Sulphur. . eS 8 Sept.15 Sept. 1 
Timken Det. A pf..... Sept. 1 Aug. 19 
Toledo Edison Co. 7% ¢ 581. 3 M Sept. 1 Aug. 15 

.50e M Sept. Aug. 15 
Do 5% p........ ....41 2-3c M Sept. 1 Aug. 15 
U. S. Envelope Co. 7% pf... $3.50 S Sept. 1 Aug. 15 
Westvaco Chlorine..... 10c Q Sept. 1 Aug. 15 
White Rock Mineral Q Oct. 2 Sept. 20 
$1.75 Q Oct. 2 Sept. 20 
$2.50 Q Oct. 2 Sept. 20 
Resumed 
County El. Lt. 
S Aug. 3 Aug 3 
Initial 
Berghoff Brewing.............. 30c Q Sept. 1 Aug 15 
Increased 
First Chrold Corp........... $2.11 Aug. 18 Aug. 11 
Parker Rust Proof 75e Q Aug. 20 Aug. 10 
Western Auto Supply of Kansas, 

50¢ Q Sept. 1 19 
50c Q Sept. 1 Aug. 19 
Special 
Atlas Brewing.................25¢ .. Aug. 19 Aug. 5 
Stock 
Texas Gulf Prodg........ .2144% Aug. 31 Aug. 11 
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Dow’s Theory Outlined 


for the 


By ALBERT 


HIS is the conclusion of a series of 

articles covering the essential 
points of “Dow’s Theory.” Previous 
discussions have outlined the theory, 
showing how it is applied to forecast- 
ing probable future trends. This in- 
stallment contains advice regarding 
trading on the basis of Dow’s Theory 
so as to enable the investor to get 
the maximum benefit from the employ- 
ment of his funds. 


General Advice 


Avoid inactive stocks. 

Do not watch the tape. 

Play for the important movements. 

Make only four or five trades a year. 

Do not be concerned (impatient) 
over a few points loss or gain. 

Learn to take losses—do not lose 
money because of pride of opinion. 

Even though you are right (about 
what the market should do, and will 
do), be sure you are not right too 
soon. 

If in doubt, stay on the side lines. 

Do not listen to gossip; remember 
only why you went into the market 
in the first place; the market has 
already made allowance for everything 
of significance which you subsequently 
hear, such as car loadings, crop failures 
automobile production, volume of busi- 
ness, talk of traders selling, etc. 

Pools do not usually make known 
their buying or selling until such 
operations have been accomplished, 
and hence such information should not 
be accepted. 

The movement of prices reflects, not 
the past, but the future. The market 
trades upon what may be foreseen; 
hence do not trade upon what you 
hear—upon what is common knowledge 
to everybody. 

Successful operators consider “not 
whether a price can be advanced,” 
but “whether the investors and specu- 
lators six months hence may buy the 
stock 10 to 20 per cent above present 
prices.” 

All the evidence (confirmation, lines, 
volume, comparability, and unexpected 
current events) must be summed up 
impartially; never let the “wish” 
govern the “thought.” 

Consider the possible influence of 
unexpected current events, such as 
legislation, earthquakes, elections, for- 
eign wars, statements by men of 
prominence, etc., (which are not re- 
flected in the averages), because of 
the temporary effect of current events 
which cause the unexpected (not 
signaled by the averages) secondary 
movements (reactions or rallies). 

EXAMPLE: The long and drastic de- 
cline of 1931 (correctly discounting 
England’s abandonment of the gold 
standard, bank failures, receiverships, 
treasury deficit, need of higher taxa- 


Layman 
F. A. 


tion, etc.) was halted in June, 1931, 
by an unwarranted (though bound to 
occur) secondary rally stimulated by 
press optimism, politically sponsored, 
based upon the Hoover Moratorium, 
which caused unwise investment buy- 
ing and short covering which made 
the secondary rally. 

The best buying or selling is in- 
dicated by the excellence of its dis- 
guise. 

A normal market never really oc- 
curs. 

Customarily a bullish tendency ex- 
ists in January, and hence a decline 
in January is disturbing. 

There has never been a bull or bear 
market which has not subsequently 
been justified by the facts. 

In a bear market, after long liquida- 
tion, good stocks decline because: 

1. They are the stocks which are 
pledged for loans, and are sold when 
the banks call the loans. 

2. They are more readily marketable 
than the “cats and dogs” and there- 
fore are sold before the speculations 
are “dumped.” 

It is easier to pick the bottom than 
the top of a market. 

Buy only in bull markets: 

1. After severe declines, when the 
volume displays a tendency to dry up 
on daily declines. 

2. On rallies, when the volume dis- 
plays a tendency to increase on daily 
advances. 

Sell only in bear .:arkets: 

1. After large rallies, when the 
volume displays a tendency to increase 
on daily declines. 

2. On declines, when the volume dis- 
plays a tendency to dry up on daily 
advances. 
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Utilities’ Industrial 
Hopes 


FACTOR which sooner or later 

will favorably affect utility earn- 
ings has to do with industrial power 
contracts. In their efforts to ward off 
competition and maintain plant opera- 
tions at as high a point as consistently 
possible, the utility companies uni- 
formly followed the policy of scaling 
down industrial rates during the past 
three years so that present schedules 
contribute little directly to profits. 
With the lifting of the general price 
level, industrial consumers are in a 
position to pay more for their power, 
particularly as this item usually con- 
stitutes a relatively small portion of 
operating costs, and are expected to 
offer little resistance to rate increases 
which will shortly be proposed by the 
utility companies. 
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STOCK SIDE LIGHTS 


Cameo Studies of Interesting Issues 
Which Are in the Current News 


Anchor Cap Corpora- 
tion, a 1928 consolida- 
tion of several leading 
units in the cap and 
closure industry, has for some years 
been one of the largest factors in the 
manufacture of caps used for hermeti- 
cally sealing glass containers. A few 
years ago the company added the pro- 
duction of “Moulded Caps’ which sub- 
stantially increased its consuming out- 
lets, and also manufactures glass con- 
tainers used for food packing and 
machines for sealing caps. 

The company’s leadership of the field 
is indicated by customers it serves, 
which include such ieaders as Great 
Atlantic & Pacific Tea, Standard 
Brands, General Foods, H. J. Heinz, 
Beech-Nut Packing, Armour,‘ Swift, 
Crosse & Blackwell, and the Pepsodent 
Company. 

Anchor Cap’s earnings record since 
1929 reflects the trend in general busi- 
ness conditions and the decline of pur- 
chasing power which reached its bot- 
tom in 1932, for which year the com- 
pany reported earnings of but 76 cents 
per share as compared with $2.54 in 
1931, $8.58 in 1930 and $4.05 in 1929 
However, a remarkable reversal of this 
trend took place in the second quarter 
of the current year during which the 
company earned 67 cents per share as 
compared with only 2 cents for the 
first three months of 1933 and 45 cents 
for the corresponding period in 1932. 
The total net for the first half amount- 
ing to 69 cents per share more than 
covered dividend requirements for the 
entire year at the current rate of 60 
cents per share. This gain in the 
second quarter is apparently due to 
increased activity of the company’s 
principal customers, especially the 
packers, who in anticipation of higher 
commodity prices have been greatly 
increasing their stocks. The company 
is persistently endeavoring to enlarge 
the number of its customers and there 
has been some speculation that with 
early repeal of the Eighteenth Amend- 
ment substantially increased business 
should become available through the 
manufacture of caps for liquor bottles 
and containers. 

Financial position as of June 30 was 
satisfactory with total current assets 
of $2.2 millions including $418,000 in 
cash as against current liabilities of 
$397,000. At the end of last year 
Anchor Cap reduced the stated value 
of the common stock and used the 
thereby created capital surplus to re- 
duce the amount carried for patents 
from $5.3 millions to the nominal value 
of $1, and also wrote down the value 
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Anchor 
Cap . 


of land and buildings, resulting in low- 
ering the annual depreciation require- 
ments. 

At recent prices the common sells 
on a 24 per cent yield basis, which 
appears to anticipate the possibility of 
a dividend increase based upon con- 
tinuance of the earnings trend estab- 
lished during the past three months. 


Not only has National 
Steel the distinction of 
being the only impor- 
tant steel producer to 
operate at a profit throughout the de- 
pression, but it is also the only one to 
continue common dividend payments 
(although at a reduced rate). The 
gain in steel] operations in the second 
quarter resulted in a sharp increase 
in earnings to 71 cents a share, com- 
pared with 13 cents in the preceding 
quarter and 26 cents in the June quar- 


National 
Steel 


THOss who bought stocks last February and 
March accumulated astonishing profits dur- 
ing the rally that followed. A similar oppor- 
tunity is yours today. Those who have the 
courage to buy now will profit tremendously 
during coming months. 
We have discovered a medium-priced stock 
which appeals to us as one of the biggest bar- 
gains on the board. This issue has always 
been a brilliant performer and undoubtedly will 
lead the next upswing, which should begin soon. 
Just to give you an idea of the profit eco 
sibilities, if this stock is now bought OUT- 
RIGHT—not on a margin—and held only until 
1931 prices are reached, your profit will be over 
120‘<. When 1930 prices are touched, your 
profit will be 240°. Best of all, there is much 
to encourage the belief that 1930 prices will be 
duplicated. 
he name of the above-mentioned stock will be 
sent to you absolutely free. Also an interesting 
little book, ‘MAKING MONEY IN STOCKS. 
No charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 442, Chimes Bldg., Syracuse, N. Y. 


The Price Ranger 


fills the need for a simple and in- 
expensive means of keeping a 
graphic record of the day-to-day 
price fluctuations of individual 
stocks, or. stock averages, and daily 
sales voiume in a permanent and 
useful form for reference. 

Write for Details 

REAMER KELLER 

53 Park Place New York 


supervision. 


WHAT prices. 


action. 


Growth.” 


ment funds. 


A. W. WETSEL 


Advisory Service, Inc. 


is the ONLY organization that foretells market action and 
price swings through use of the Technical Factors devel- 
oped by Mr. A. W. Wetsel and applied under his personal 


A. W. Wetsel clients are advised WHICH carefully 
selected securities to buy—or sell, WHEN and at 


If you are interested in obtaining this kind of investment 
guidance, we invite you to send for complete information. 


The Wetsel philosophy of sound investing is to. gain 
protection and appreciation of capital funds through 
This method is fully described in our booklet, 
“How to Protect Your Capital and Accelerate Its 
Clearly, it shows how to handle your invest- 

Send for this booklet now—see for yourself 
what this method offers you. 


Chrysler Building 


and Accelerate Its Growth,” 


Name 


A. W. WETSEL ADVISORY SERVICE, Inc. 
INVESTMENT COUNSELLORS 


Please send me, yp eed Safention, your booklet ‘“‘How to Protect Your Capital 


New York, N. Y. 
FW-6B 
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DIVIDENDS 


August 7th, 1933. 

The Board of Directors has declared a quarterly 

dividend of 184 % on the Outstanding Preferred 

Stock of this Company, payable on the 15th day 

of September, 1933, to Stockholders of Record at 

the close of business on the 31st day of August, 
1933. Checks will be mailed. 

DAVID KERNSTEIN, 
Vice-President & Treasurer. 


Atlas Corporation 
Dividend No. 16 on Preference Stock 


NOTICE IS HEREBY GIVEN that a dividend 
of 75¢ per share for the quarter ending 
September 1, 1933, has been declared on the 
$3 Preference Stock, Series A, of Atlas 
Corporation, payable September 1, 1933, 
to holders of such stock of record at the 
close of business on August 19, 1933. 
Water A. Pererson, Treasurer. 

August 9, 1933. 


Your dividend notice in 
THE FINANCIAL 
calls the favorable atten. 
tion of bona fide inves- 


tors tO “Our securities. 


ter of 1932. This gain in net, in con- 
junction with the company’s strong 
financial position, led to an increase in 
the June dividend disbursement to 25 
cents a share, double the quarterly 
payments of the previous three quar- 
ters. 

The largest single outlet is the auto- 
motive industry, whose high rate of 
activity in the past three months was 
the most important factor in the com- 
pany’s earnings improvement. The 
Gréat Lakes plant is located on the 
Detroit River, close to the major auto- 
mobile markets, and is the only steel 
plant in the Detroit district. The 
main plant is at Weirton, West Vir- 
ginia, on the Ohio River, which affords 
cheap water transportation. 

The next most important consuming 
channel is the building industry, which 
thus far in the recovery has contrib- 
uted very little in increased orders. 
Although smaller in proportion to total 
output, one of the most important lines 
is tinplate, in which National ranks as 
the second largest producer of the 
country. This product has been one 
of the few that has remained profit- 
able throughout the depression, and 
its relatively large place in National’s 
business has been of material aid in 
maintaining earnings in the black. 

Capital structure consists of $40.8 
millions of funded debt and 2,156,832 
shares of common stock of $25 par 
value. The first collateral 5s, 1956, 
rank as an investment grade issue suit- 
able for purchase and retention for in- 
come purposes, and the stock is one of 
the most conservatively attractive 
issues for securing long pull specula- 
tive representation in the steel in- 


dustry. 
Although quite com- 
Howe monly regarded as a 
Sound copper producer, Howe 


Sound actually secures 
as much revenue from its silver out- 
put as from copper and an even 


WANTED 


Active Sales Representative 
In Your T erritory 


It does not require high-pressure salesmanship to 
make good money selling THE FINANCIAL 
WORLD'S Threefold Investment Service at $10 a 
year (Canada and Foreign $12). Your chief selling 
problem, if you join our sales organization, is to bring 
our 30-year old investment weekly and our threefold 
service to the attention of the right people—investors 
who can use and profit by our timely and unbiased 


investment information. 


Ask for free particulars of our attractive commission 
and bonus offer to local sales representatives in every 


city. 


Address: Promotion Manager, 


THE FINANCIAL WORLD 
New York, N. Y. 


53 Park Place, 


greater proportion of its gross from 


both lead and zine. The relatively 
minor position of copper has been ac- 
centuated considerably during the de- 
pression, since copper prices have de- 
clined by a much larger percentage 
than the other metals, with the result 
that Howe Sound has restricted copper 
production to a greater extent. 


Copper Zinc Lead Silver 

Year (ibs.) (ibs.) (0z.) 

—In Millions- 

2.7 17.8 43.1 1.5 
2.2 31.1 72.6 2.6 
43.0 53.5 75.3 2.9 


*First six months, 


Properties are located in British 
Columbia and in .Mexico, and output 
is virtually excluded from this country 
by protective tariffs. Earnings are re- 
ported after depreciation but before 
depletion, as is common among mintng 
enterprises; and Howe Sound’s record 
during the depression has been much 
better than average for the non- 
ferrous metal producers (except gold). 
A deficit equal to 16 cents a share was 
reported for 1932, compared with net 
of $1.20 a share in 1931, $4.09 in 1930 
and $7.38 in 1929. Financial position 
has remained very strong, with a 
7.3-to-1 current ratio at the close of 
1932 and cash and equivalent equal 
to more than $6 a share; and dividend 
payments have not been interrupted, 
although much reduced in amount. 

The first quarter of 1933 continued 
the losses of 1932 with deficit of 25 
cents a share, but the sharp pickup 
in business and prices in the second 
quarter resulted in a profit of 31 cents 
a share, bringing net for the six 
months to 4 cents a share (allowing 
for a smaller number of shares in the 
second quarter) and giving substan- 
tial support to the hope that the pres- 
ent 40-cent per annum dividend rate 
will not be cut or omitted. 

The only item of capitalization is the 
$5 par capital stock, which is outstand- 
ing to the amount of 473,791 shares, 
and which offers long pull speculative 
attraction on the basis of world eco- 
nomic recovery. 


BOOK REVIEW 


MEN, MONEY and MERGERS. By George 
L. Hoxie. The Macmillian Company, 
New York. 


HE author of this book has devoted 

himself to a discussion of funda- 
mental economic principles and in do- 
ing so reveals the basic fallacies of 
quack economic docirine, socialism and 
to some extent the weaknesses in any 
program of planned economy. As a 
proponent of sturdy individualism, the 
author deplores the trend toward so- 
cialization of industry and hoids the 
opinions that future progress of the 
country will be in inverse ratio to 
socialistic practices. Many illustra- 
tions are drawn from the electric 
power and light industry, with which 
the author is identified. 
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ITH the gradua! fading of the 

timidity that followed as the 

natural aftermath of the July 
collapse in the speculative structure, 
both commodities and _ securities, 
confidence in the ultimate resumption 
of the upward price movement in the 
principal commodities is returning. 
Price irregularities have been suc- 
ceeded by more even, though not at 
all spectacular movements. There are 
increasing evidences of a revival of 
outside interest, but it is encouraging 
to observe that they are based more 
upon fundamental conditions than upon 
such unsound considerations as pool 
operations, further important depre- 
ciation of the dollar, or rumors of 
prospective radical price-boosting by 
the National Administration. 


Inactivity in Cotton 


On the whole, the news and general 
trade budgets have been of distinctly 
bullish inference, and their effects on 
current prices undoubtedly would have 
been more pronounced but for the 
salutary lesson of three or four weeks 
ago. Then, too, the imposition of re- 
strictions on trading and the limita- 
tions on price swings inaugurated in 
the grain pits acted as a damper on 
those who might be disposed to encour- 
age or launch a speculative compaign. 

Curiously, however, there was rela- 
tively little action in the one com- 
modity in which market pyrotechnics 
might have appeared excusable because 
of the unexpected and severely bearish 
crop forecast and condition statement 
issued by the Government. That com- 
modity was cotton, in which the specu- 
lative position was well liquidated by 
the late July break of approximately 
$10 a bale. The price current around 
the time the report was released— 
10 to 10% cents for deliveries up to 
March—was regarded as a fair dis- 
count of a crop forecast of 11 million 
bales. There had been no accumula- 
tion of any importance in anticipation 
of the report. The fact that the mar- 
ket was in an indifferent position dis- 
couraged any aggressive selling when 
the estimate was made public, and the 
list did little more than dip and re- 
cover one-half cent a pound. The mar- 
ket was further buttressed against at- 
tack by the restriction against selling 
below a basis of 93 cents at Southern 
spot markets of any cotton optioned to 


AUGUST 16, 1933 


The Commodity Situation 


te Cotton outlook is for crop 
little under 1932 notwith- 
standing 25 per cent acreage 
abandonment under Recovery 
program, . . . Irregularity in 
commodity price trend, after- 
math of speculative collapse, dis- 
appears gradually as confidence 
returns. 


subscribers to the acreage abandon- 
ment plan. This ban ends December 1. 

The Government’s estimate of the 
probable crop of cotton this year, 
12,314,000 bales, against 13,002,000 
bales in 1932, was more than a mil- 
lion bales above expectations in the 
cotton trade, and as this computation 
takes into consideration the effect of 
acreage abandonment it is obvious 
that estimates of the crop that would 
have been in sight but for the aban- 
donment of 10 million planted acres 
were still further askew. The Govern- 
ment experts assert that but for the 
normal as well as the Government- 
directed abandonment, the crop would 
have figured well above 16.5 million 
bales, while the private estimates that 
were made were based on an average 
of just about 15 million bales, aban- 
donment excluded. A crop of 16.5 
million bales has been exceeded only 
twice in our history. 

With a crop of 12,314,000 bales and 
a carryover of American cotton of 
11,975,000 bales as estimated by the 
New York Cotton Exchange, the United 
States enters the new crop year with 
approximately a two-year supply of 
cotton in sight to provide for consum- 
ing requirements over the next twelve 
months. This reserve supply is not to 
be dismissed lightly; its influence upon 
the price trend is certain to be felt, 
and the prospect of any sustained im- 
provement in the price of cotton would 
seem to rest more upon such factors 
as inflation, exchange, and the course 
of economic recovery outside of the 
United States. 


Grain Price Prospects” 


Grain prices, extremely sensitive to 
day-to-day influences in the first fort- 
night following the reopening of the 
futures markets, have been character- 
ized by a recent renewal of outside in- 
terest on the buying side, suggesting 
the return of confidence on the part of 
the public generally in the continuation 
of the interrupted upward movement 
in prices. This has been particularly 
true in wheat. The better sentiment 
may be attributed to the monetary 
conferences held by Mr. Roosevelt, to 
the progress made by NRA in the 
campaign to increase consumer buying 
volume, and to expectations that crop 
progress over the rest of the growing 
season is unlikely to result in much 
change from the present outlook. 


STOCK MARKET 
TECHNIQUE 


Edited by 


On Sale at All Newsstands 


135 Page Bound Volume 


of Articles That Appeared in the First Six 
umbers of the Magazine—such as: 
Speculation as a Fine Art—Higher Develop- 
ment of the Dow Theory—Judging the 
Market by Tests and Responses—How the 
Law of Supply and Demand Operates—How 
Technicians Judge the Market. 
Trading Methods, Obsolete and Modern— 
Forecasting the Swings in Auburn—Charts 
and the Dow Theery—Why Stop Orders are 
Caught — Advisory Services Analyzed — Why 
— is a Better Guide—Run Your Own 
‘ool. 


More Profits in the Swings—Trading from the 
Tape—Figure Charts—Examples of Inside 
Information—Three Lines of Defense against 
Loss—Advantages of a Weutral Position— 
Wisdom of Famous Operators, such as Gould, 
Drew, Harriman, Keene, Catten. 

PRICE OF THIS BOOK IS $1.00 postpaid 

or sent free as a premiom with two-year sebserip- 

tion to the magazine, ‘Stock Market Technique.” 


10 Rules of a 


Successful Trader 
in the Stock Market 


Sent free on request 


Stock Market Technique, One Wall St., NW. Y. 
Send me without cost, your pamphiet ‘10 
ules’’ and sample copy of magazine. 


enclose $1. Send me the 135 page 
bound volume and two years’ subscription to 
Stock Market Technique (12 numbers). 


Street 
City . State... 


GRAIN TRADERS 


Bulletins of July 24, August 1 and 


How low will this bear market go? 
Always 


Crop Scare Grain Markets 
Followed by Major Declines. 


Length of Bull Markets in Wheat. 


The Market Effect of Pegging the 
Price. 


of Short Side of Grain 


arket. 


Corn Visible as a Price-Depressing 
Factor. 


Wheat Supply and Market 
Following Short Crops. 


The Seasonal Trend of Grain Prices. 


fhe above bulletins will be sent free. In 
asking for bulletins give dates of issues 


wanted. 


AINSWORTH'S FINANCIAL SERVIC2 
Mason City, Illinois 


Box 605 


8 
cover the following subjects which are of 
vital importance in forecasting grain prices: 


Action 


Send for Free Copy of the 


MARKET TRADING 


Neill-Tyson, Inc. 
Investment and Trading Counsel 


NEILL SAFETY PLAN for 


347 Madison Ave., Dept F.W. 8-16, New York City 


Low-Priced 
Stocks? 


Send for sample copy, free, of our 
“Report on Low-Priced Stocks” 

AMERICAN SECURITIES SERVICE 

Suite 3120, 50 Broadway, New York 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest and profit to our 
subscribers. Upon request, and without obligation, 
any of the booklets listed below will be sent free 
direct from the houses by whom issued 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place. New York, N. Y. 


PLEASE PRINT EACH REQUEST 
ON A SEPARATE SHEET 


sued 
how a life annuity can ; 
cumstances and ideas for future income. 


SOME FINANCIAL FACTS—-Is the title of a 24-page booklet 
containing a brief description of the American Telephone & 


the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in pub- 
lic utility securities. 


SECURITY SALESMANSHIP, THE PROFESSION—An inter- 
esting discussion of this specialized field, together with infor- 
mation about the Course of Training being adopted by scores 
of the leading investment houses for their salesmen. 


WHAT ACTION SHOULD INVESTORS TAKE NOW?—The 
current issue of a digest prepared by a financial service 
advises the course to pursue. 


THE USE OF CHARTS—-A leading statistical organization has 
issued a comprehensive brochure showing how charts can be 
used effectively in investing. A graphic chart showing the 
past movements of any security will give you a clear picture 
and assist you in choosing securities of companies that have 
weathered both good times and bad. 


TRADING PROFITS IN LOW-PRICED STOCKS-— is the title of 
a timely book just published. Clearly and completely it gives 
a unique and valuable analysis of intermediate trend trading 
possibilities in low-priced stocks. 
be sent upon request. 


“THE WISDOM OF THE SAGES”—is the title of a book issued 
by the Rosicrucian Brotherhood (AMORC) with North Amer- 
ican headquarters located at San Jose, California. This 32- 

page book describes the organization and its teachings which 

are studied and applied by many of the country’s leading 
executives and other thinking men and women. 


PARTIAL PAYMENT PLAN-—An old established New York 
Stock Exchange House is issuing a booklet describing their 
plan and terms tor purchasing securities on the monthly 
installment plan in odd lots or full lots. 


FROM $8,000 TO of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented 
a description of the history and development of this pros- 
perous corporation that came into existence in 1886 with 
assets of $8,000 working capital, and that now has assets of 
over $250,000,000. Investors will find much of interest and 
value in this booklet. 


WHEN TO BUY AND WHEN TO SELL—An interesting dis- 
cussion of these questions from the technical viewpoint is 
presented in the folder “How to Protect Your Capital and 
Accelerate Its Growth.” 


THE DOW THEORY— its development and usefulness as an aid 
in speculation as interpreted by an outstanding financial 
authority. Comprehensive data is now available. 


TRADING IN STOCKS—24 specimen pages giving “high spots” 
of a method developed and used by a successful trader in the 
Stock Market with over 40 years experience in Wall Street. 


BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
interesting folder 
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COTTON CHART, 22ND ANNUAL EDITION—This compilation 
carries in a compact manner the vital cotton statistics on the 
condition of the crop and ginning reports over a period of 10 
years, and provides spaces for keeping the card up to date 
during the current year, as new reports are issued. Those in- 
terested in cotton will find it of constant value as a reference. 


ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
tages for both the small and large investor dealing in odd lots. 

AN EXPLANATION OF LIFE ANNUITIES—This booklet, is- 


by one of the most prominent insurance companies, tells 
be arranged to comply with any cir- 


Telegraph Company and the organization and operations of 


Descriptive literature wil? 


4 WEEKLY TRADE INDICATORS 


*Crude Oil Production (bbis.)...__.. 

Electric Power Output (000 K.W.H.) 
tSteel Output (% of capacity) 
tAutomobile Production (U. 8. 
*\Commodity Price Index........... 


§Bank Clearings New York City.... 
§Bank Clearings Outside of N.Y.C.. 
Total car loadings................ 
*Bituminous Coal Production... 
Financial World Index of Indus- 
trial Production 


*Daily Average. tlron Age. 
{Journal of Commerce. 


(000,000 omitted) 
Deposits—New York Cit 


Deposits—Outside New York City. . 
Loans on Securities—N. Y. C...... 
Loans on Sec.—Outside N. Y.C... 
*investments—New York City..... 


*Investments—Outside N. Y. C 
Total loans and discounts......... 
‘Total commerical loans........... 
Total net demand deposits........ 
Total time deposits............... 
Total brokers’ loans 


4 RESERVE SYSTEM 
Federal Reserve System gold ratio. . 
New York Federal Reserve Bank ratio 
Total Money in Circulation 


4 FOREIGN EXCHANGE 


*Belga. §September futures. 


‘WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


Aug. 5 


2,079,200 2,697,850 2,171,900 
1,050,013 1,661,504 1,426,986 


4 FEDERAL RESERVE REPORTS MEMBER BANKS - 


— 1933 


July 29 


57% 57% 15% 
57,017 64,425 22.504 

68.3 68 7.8 

y29 July 22 July 30 

$3.41 34,040 $2.453 

$1,706 $1,826 $1,518 

638,396 648,914 511,103 
1,258,000 1,203,000 773.CU0 

62.1 63.6 40.6 

tCram’s Report. §000,000 Omitted, 


1933 
Aug.2 July 29 
$6,251 $6,3C0 
9,317 9.366 
1,778 1,790 
1,994 1,999 
1,058 1,C69 
1,905 1,915 
8,546 8,561 
4,774 4,772 
10,475 10,598 
4,533 4,538 
87 894 
68.4% 68.5% 
59.7% 60.0 % 
$5,018 $5,601 


*Other than U. 8S. Govt. Securities. 


1933 1932 
Par Aug. 8 Aug. 9 
$4.86 3g England... .$4.48 $3,47.% | Copper. 
1.00 Can. Dollar. .93.81 87.00 Cotton. . 
3.92c France...... 5.29% lron...: 
13.90 Belgium*. 18.95 13.87 % | Silver 
23.82 Germany 32.30 23.78 Sugar.... 
19.85 Japan..... 27.06 26.25 $Wheat.. 
11.96 Brazil... ... 78.50 7.20 


tNominal. 


4 COMMODITY PRICES 


1933 
Aug. 8 
$0.09 


20345 
% 


1$32 
Aug. 6 


1932 


4 WEEKLY CAR LOADINCS 


current month. 


Wert 
uly 
Eastern District 1933 
47,005 
Chesapeake & Ohio............. 32.302 
Cleve., Cinn., Chicago & St. L... 21,163 
Delaware & Hudson............ 12,316 
Delaware, Lackawanna & Western 14,904 
Norfolk & Western.............. 24,326 
New York, New Haven & Hartford 23,543 
96,533 
New York, Chicago & St. Louis. . 13,610 
104,727 
27,677 
Western Maryland......... 8,122 
Southern District 
Atlantic Coast Line........... . 10,834 
Louisville & Nashville........... 23,287 
Seaboard Air Line.............. 10,193 
Southern Ry. System........... 33.817 
Northwest District 
Chicago & Great Western..... — 5,061 
Chi., Milw., St. Paul & Pacific... 26.032 
Chicago & Northwestern........ 36.361 
14,722 
Central West District 
Atchison, ‘Topeka & Santa Fe.... 23,391 
Chicago, Burlington & Quincy... 24.350 
Chicago, Rock Island & Pacific... 19,313 
Chicago & Eastern Illinois 4,846 
Denver & Rio Grande Western... 3,258 
Boutherm 26.582 
17,375 
Southwestern District 
Kansas City Southern........... 2,851 
Missouri-Kansas-Texas.......... 6,830 
St. Louis-San Francisco. ........ 10,542 
St. Louis-Southwestern.......... 3,474 
6,949 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


we 


+4++4+4+ 


(Compiled from American Railway Association figures) 
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= 
$5,884 
9,031 
1,669 
2411 
68 
9.566 be 
426 
10.030 fr 
4,546 14 
th 
SO 
58.6% 
52.7% p! 
$5,728 pl 
ti 
Aug. 9 
Pir $0.05 
17.34 14.34 
.0757 0343 
23% a 
0310 
546 b 
= Vv 
p 
: 
u 
Same 
1932 % 
31,784 +48 
21,963 +47 
15,460 +57 
10,060 +22 
12,370 +20 
20,808 +32 
16,191 +50 ] 
18,626 +26 
69.962 +38 
10,856 +25 
76,419 +37 
6.436 +45 
21,232 +30 
4,648 +75 
9.004 +20 | 
22,683 +21 
16,274 +43 
8,018 +27 
23,110 +46 
4,083 +24 
19,839 +31 
25,891 +40 
9,042 +63 
8,572 +28 
26.208 
17.719 
17,661 
3.699 
2,995 
25.027 
16,341 
2,648 
19,003 
10,228 
3.040 
5 ,958 
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Otto Guenther, Audit Bureau 


in 1902 The Financial World was established to diffuse the truth about investments, has constantly maintained thes atts- of Circulations 
tude, and will continue to do so, confident in its belief that as long as it dings to this ideal #8 cam count upon the 
Support of the investing public. 
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up in such a manner as to suggest that the turning The Commodity Situation - - - - - - - 198 
point has already been passed. This situation will be 
covered in a coming analysis. Weekly Business and Financial Summary - - 200 
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Need for Open-Minded Investment Policy 


Securities Selected Now Should Afford Protection 
As Well As Profit Possibilities 


ECENTLY an investor called at 
R our offices “to get personally 
acquainted.” He explained 
that he regarded himself as a success- 
ful investor. His carefully chosen 
and substantial list of investments had 
suffered but little depreciation during 
the depression period. The income, 
he felt, had been satisfactorily steady. 
He attributed his success as an in- 
vestor to (1) the analysis he made of 
each security, its company and indus. 
try, and to (2) diversification of his 
holdings. 

In the latter he took his chief pride, 
for diversification, as every investor 
knows, is a protective measure. His 
well-balanced list was diversified by 
groups, industry, geographical loca- 
tion, type of securities, term, income 
and marketability. Any investment 
counselor or student of investments 
would have approved that list. Re- 
sults proved that he had accomplished 
his purpose—obtained protection and 
income. 


Missing Opportunities— 


“But,” he injected, “times are 
changing. I am missing valuable op- 
portunities because I have schooled 
myself to judge securities from the pro- 
tective and income viewpoints alone. 
I do not understand the standards that 
should guide me today. What I want 
is the help of someone who has a per- 
ception of what the new conditions 
actually mean and with a record for 
knowing sow practically to meet 
changing conditions.” 

Many investors are experiencing the 
same trouble. They have acquired the 
habit of ‘seeking only protection for 
their capital. Unconsciously, they 
have permitted their minds to become 
closed to recognizing appreciation or 
profit. opportunities, as a purpose of 
investment. 


Diversification by Method 
Needed— 


Today, the diversification that pro- 
vides protection is just as vera as 
ever: But of equal, or perhaps greater, 
importance is the need for diverszfica- 
tion of method—an awakening of in- 
vestment minds closed to present-day 
conditions and opportunities. For, 
after all, doesn’t the investment pro- 
gram which gives proper consideration 
to appreciation afford the only true 
protection ? 

There are but few who will gainsay 
the fact that the large investor (even 
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By A. W. WETSEL 


though wholly dependent upon his 
securities for income) now should em- 
ploy part of his capital with a view 
toward pens through appreciation. 
In other words, by diversifying his 
methods, he should retain the staunch 
protection provided by the well-known 
principle of sound investment diverst- 
fication—p/us the advantage gained by 


further diversification providing for 
holding some carefully chosen securi- 
ties selected for their appreciation 
possibilities. 

Similarly, for the smaller investor 
who is building up his capital or seek- 
ing to recoup losses, an open-minded 
method of following a well directed 
program of buying selected securities 
for their probable appreciation and 
accepting earned profits presents excel- 
lent possibilities at the present time. 


What the Investor Should 
Know— 


How then, you may ask, is one to know 
in which securities to invest? Do the same 
rules or standards that enabled the above 
mentioned investor to so thoroughly diver- 
sify and protect his holdings apply ? 

No, they are not likely to apply. That 
was the limitation he felt in his own judg- 
ment. 

And, furthermore, the standards which 
enabled him to select his list largely were 
statistical. In a recovery period statistics 
lag. They are records of what has hap- 
pened and as such are incomplete guides. 

To take advantage of current apprecia- 
tion opportunities, it is desirable, if indeed 
not essential, to Anow what to buy, when 
and at what prig¢e—and when to capitalize 
an earned appreciation. 


Price Governing Factors— 


Except for those occasional few who are 
privileged to gain pertinent information in 
advance, such knowledge is most accurately 
obtainable through interpretation of the 
technical factors which govern § market 
trends and security prices. For within the 
market are numerous irresistible forces con- 
stantly working for the advance or decline 
of security prices. 

Through many years of study and re- 
search and long experience as market con- 
sultants, the Wetsel organization has de- 


and conservation problems to the small se- 
curity buyer seeking to build up his capital. 
As, for instance, these services: 


Capital Appreciation Service— 


This is a new type of individual invest 
ment counsel service developed at the re- 
quest of clients seeking conservative ap- 
preciation guidance for funds ranging from 
$10,000 to $100,000. Such service is made 
possible because the major part of the man- 
agement fee is derived from a percentage 
of earned profits. 

The operation of this Service is clearly 
and simply described in a specially pre- 
pared loose-leaf booklet entitled ‘‘Capital 
Appreciation Service.” It unfolds the 
Wetsel methods and philosophy governing 
the ways in which—on an outright pur- 
chase basis—to take judicious advantage of 
appreciation opportunities and rebuild capi- 
tal so as to restore and increase ultimate 
income. 


Wetsel Market 
Recommendations— 


A service lesser in scope designed for 
those primarily interested in market move- 
ments. 

Have you ever been puzzled to know 
what securities to buy, when and at what 
prices? When you own stocks, is it diffi- 
cult to decide whether to hold or sell? 
Most investors are bothered by these per- 
plexing decisions that must be made. 

Many investors all over the country look 
to this organization for such positive direc- 
tion. They realize that their chances of 
taking profits from the market are enhanced 
if they are well informed and advised. 

The Wetsel philosophy of investment, a 
frank discussion of the vital problems at- 
tecting true conservatism and capital growth 
and an outline of this service are given in 
our booklet, “How to Protect Your Capital 
and Accelerate Its Growth.” It exposes in- 
vestment fallacies that have proven to be 
costly guides—it shows how this method 
protects and builds up capital for both large 
and small investors. 


Booklets Sent Free— 


Either or both of these booklets may be 
had free on request. Send for the one you 
think suited to your case—or for both. 
There is no cost or obligation. And it may 
be the first step in opening up a new way 
to capital protection and capital growth. 
Mail the coupon now. See for yourselt 
what this plan has to offer, 


A. W Wetsel Advisory Service, Ine. 


investment Counseitor 


veloped the widely-recognized Wetsel Chrysle: Building New Yor: 
method of directing security 
interpretation of these techni- FW-1! 
cal factors. These deductions [| A, W, Wetsel Advisory Service, Inc. 
and recommendations, especially J 
valuable in the present market, I Chrysler Building, New York 
are available at moderate cost. J Please send me, without obligation, the booklet (s) 
1 checked below: 
For Every Investor’s | ( ) “Capital Appreciation Service.” 
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The 
Market Situation 


NE 


Business waits on outcome of Code Con- 
ferences — Trade showing less than usual . 
seasonal decline — Market influenced by 
commodity price fluctuations — Usual 

fall advance in business expected 


long when momentous changes in industry are 

under way. They are quick to seize upon any 
outstanding speculative incentive, and the uncertain 
position of the commodity exchanges provided one last 
week. The stagnation of trading on the grain markets 
up to August 15, and the perpendicular declines of 
5 cents in wheat, 4 cents in corn, and 8 cents in oats 
(the maxima allowed under the trading regulations) 
last Wednesday were accompanied by a fairly sharp 
reaction in the stock market, which was greatly influ- 
enced by the abnormal situation on the grain ex- 
changes. When wheat rallied sharply on the following 
day, after another maximum decline at the opening, 
the share market followed suit. Reports of formation 
of a large pool, with strong backing, to take care of 
distress offerings in the grain markets, found the 
nervous markets responsive. 


YF tone we generally do not remain static for 


THE other major influence upon the stock market 

was undoubtedly the delay in the adoption of codes 
for the steel, coal and oil industries, arousing doubts 
as to the outcome of the Administration’s NRA pro- 
gram. The recession in business since mid-July, partly 
due to normal seasonal influences, and partly the result 
of NRA code uncertainties, although of much smaller 
than normal seasonal proportions, nevertheless tended 
to reduce public participation in the markets, causing 
them to respond more readily to such transitory devel- 
opments as make their appearance, giving them a 
greater importance marketwise than they would as- 
sume under other circumstances. 


Te OBTAIN an intelligent perspective of the long- 

term trend, there are certain developments in 
prospect for the fall which must be appraised and 
weighed. It is hardly likely that the Administration, 
having proceeded thus far with its industrial recovery 
plans, will sit idly by and see them disrupted by 
falling prices. It is especially committed to a higher 
level in commodity prices than now prevails, notwith- 
standing the decision last week of the Chicago Board 
of Trade to remove its artificial peg and allow quota- 
lions to resume their normal course. For the weak- 
hess in commodities, in the face of the crop shortage, 
the plausible explanation is that it resulted from a tech- 
nical situation brought about by previous speculative 
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excesses. As soon as that situation is corrected, 
the upward trend should be resumed. If this should 
not happen, the President still will have in reserve 
the powers conferred upon him to apply the inflation 
needle. 


HE industrial indices of the week reflect the sea- 

sonal recessions but they are of much smaller pro- 
portions than the usual summer decline, and in 
comparison with last year do not detract from other 
indications which lend encouragement to the expecta- 
tion of a sizeable fall upswing. In connection with 
this usual summer development, quite properly the 
question arises whether the tendency of industry to 
wait upon the acceptance of the principal codes has 
not super-induced part of the drop in car loadings, 
steel production and elsewhere, and whether, when 
this factor is removed, a sharp snap back will not 
follow. This is one of the intangibles to which due 
weight must be accorded in order to gauge correctly 
the probabilities for industrial activity this fall. ‘The 
stock market is apt to give such factors quick recog- 
= before they are translated into accomplished 
acts. 


N THE absence of speculative incentives not only 

is it natural for the market to follow the course 
of least resistance but also for prices to show erratic 
changes. For this reason, these intermittent move- 
ments through which the exchanges have recently 
been passing probably carry no great significance. 
The public evidences a stand-off attitude and plainly 
indicates, in the small daily volume of trading, that 
it is not liquidating. Odd lot dealings, on the 
contrary, point to accumulation. Due consideration 
must also be accorded to investment capital which 
continues to accumulate and which will make its 
appearance marketwise when the industrial program’s 
possibilities become more clarified. ‘This possibility is 
suggested by the popular success of the last Govern- 
ment financing. 


“TUERE are no cogent reasons why long-term in- 

vestors should not take advantage of temporary 
market dips since the weight of tangible evidence indi- 
cates considerable industrial activity this fall. 
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Nore: The trend of the Stock Averages turned moderately 
downward last week, with the Volume of Sales and Number of 
Issues Traded continuing at low levels in comparison with a month 
ago. Brokers’ Loans were steady. 
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The Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


As suggested last week, indications of 
Seasonal belated seasonal recession in business and 
industrial activity have continued to make 

Lull their appearance. They have been of such 
proportions, however, as to confirm the 
opinion that the lull in activity does not 
mark the beginning of collapse of the recovery impulse, but 
merely a deferred seasonal breathing spell in which a bene- 
ficial opportunity is afforded to business enterprises to adjust 
themselves to the requirements of the NRA. In fact, the 
NRA was undoubtedly responsible to some extent for the 
postponement of the usual summer recession, since the wide- 
spread expectation of rising costs and prices under the pro- 
posed NRA codes could not have failed to stimulate produc- 
tion and processing of goods in the short remaining period of 
low costs and prices. In the weeks ahead there will be 
greater aggregate amounts of money paid out in wages and 
there will be an opportunity to observe how promptly ef- 
fective the Administration’s purpose to force an increase in 
purchasing power can be made in absorbing the recently 
augmented volume of production. 

The week ended August 12 showed continued mild recession 
in such basic indicia as electric power output, railroad carload- 
ings, automobile production and steel ingot output, and in- 
dications are that the same trend probably prevailed last 
week. Since August normally witnesses the beginning of the 
fall upturn following summer recession, seasonal adjustment 
of the figures of the current weeks will probably not eliminate 
the temporarily declining trend, and our weekly index of in- 
dustrial production will undoubtedly average somewhat lower 
in August than in July. 

Despite the fact that early sales reports from the motor 
industry for August have revealed little or no diminution of 
the demand for new cars, output in the second week of the 
month was estimated to have dropped some 3,150 units to 
an aggregate of 53,857 units, compared with about 64,000 
units in the last week of July. 

Electric power output was off slightly from the previous 
week in accordance with seasonal precedent, but continued 
about 15 per cent ahead of 1932, which is about the average 
amount of gain recorded for July, following gains of 11.1 per 
cent for June and 5 per cent for May. 

Although the interruption to the upward movement may 
be unsettling to impatient optimists, the more significant 
aspect of it is the mildness of the recession in comparison 
with the preceding recovery. 


Continues 


Although Federal Reserve policy con- 
tinues to favor the expansion of bank 
credit, weekly purchases of about $10 mil- 
lions of Government securities providing at 
least moral support, the weekly member 
bank reports have shown a steady down- 
ward trend since the middle of July. Prior to that time, bank 
credit increased materially, mainly because of the sharp ex- 
pansion in brokers’ loans, but in view of the July stock mar- 
ket reaction and the dormant state of the markets since that 
time, security loans have fallen off substantially. There has 
been no off-set in other loans, which is not surprising in view 
of the reactionary trend of business generally in recent weeks. 
However, the contraction in loans and investments of the re- 
porting member banks in the week ended August 9 was much 
smaller than that of the two preceding weeks, in each of 
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Little 
Change 
in Credit 


which the decline was over $100 millions. The trend should 
be reversed in the report for the week ended August 16, which 
should show a large increase in investments as a result of 
subscriptions to the August Treasury financing. 

The U. S. Treasury announced allotments of almost $1.2 
billion on the August 15 financing, of which about 720 mil- 
lions was on cash subscriptions. Deducting the cash payment 
by the Treasury of about $230 millions on maturing debt, an 
increase of approximately $490 millions in the Government’s 
debt is indicated. While the operation raised the Treasury’s 
cash balance to the highest peacetime mark in history, and 
the heavy oversubscription of the bonds was gratifying, it does 
not reassure those who have expressed misgivings as to the 
continued concentration of bank credit in U. 8. Government 
securities. In spite of the efforts to interest small investors 
in Government bonds, the probabilities are that the major 
portion of the new issue, representing an increase of almost 
$500 millions in the public debt, was subscribed by banks. 
In this connection, it is interesting to note that the last mem- 
ber banks report showed total loans $984 millions below the 
corresponding date in 1982, and that $642 millions of the de- 
cline was in “all other loans,” representing business loans as 
distinguished from security loans. This decline in bank credit 
was almost exactly balanced by an increase in the member 
banks’ investment holdings, and $834 millions of the increase 
was in U. S. Government securities. This trend toward a 
large decline in commercial loans and a large increase in Gov- 
ernment bond holdings has characterized all of the depression 
years. If the banking system of the country is to return to 
normalcy, the trend must obviously be reversed at some time 
in the future. 


The administration of the NRA is faced 


NRA with many knotty problems. but it is evi- 
ition: dent that the two most serious are the 
roptems attempts of the American Federation of 
Knotty Labor to unionize industries which are now 


on an open shop basis and the question of 
whether or not the principle of price fixing shall be adopted 
in the application of the provisions of the Act to certain 
groups. These are the snags which have caused serious 
delays in the adoption of definitive codes for three of the 
most important basic industries—coal, steel and oil. The 
steel industry and the non-union coal mine operators have 
been fighting the efforts of the unions to use NRA as a 
means for converting their companies to a closed shop basis, 
and have attempted to fulfill the collective bargaining pro- 
visions of the Act by the formation or continuation of com- 
pany unions. 

The question of price fixing has been the main bone ot 
contention in the hearings on the oil code, and it appears 
likely that it will become a matter of equal importance in 
other industries. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 


Jon. Feb. Mor, Apr. Moy june duly Avg. Sept. Oct. Nov. Dec. 


| 1929 
100 100 
1930 
80 80 
70 
awe 
60 Vv 60 
1233 AV, | 


THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise, miscellaneous and less-than-carload freight traffic. Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years 1925-1928 is used as the base, 
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ULES that were considered re- 
JR rise yardsticks by investors in 

normal periods went plunging 
overboard under the irresistible impact 
of the depression. Instead of their 
being inflexible measuring rods of 
values they turned out to be as elastic 
as rubber, and even with this qualifi- 
cation they could not stretch far 
enough to be of any material assist- 
ance to security buyers in determining 
their course of operation. They sim- 
ply added to the evidence that in a 
violent storm normal precedents will 
not hold. They are shattered, as is 
everything in the path of a serious 
maladjustment in the economic ma- 
chinery. One could claim that in such 
periods the only reliable comparison 
that could be made would be to measure 
one depression in terms of its prede- 
cessors and act accordingly. 


Theory vs. Practise 


If that could be done, it would be an 
ideal method to follow. However, it is 
easy to suggest such a course of action, 
but very difficult to carry it out, as 
was demonstrated not only in the last 
depression, but in all those which have 
preceded it. Major depressions are of 
an entirely different category from the 
usual intermittent movement in a 
market. They do not herald them- 
selves in advance, or indicate their 
severity or duration. They break upon 
the economic order with the sudden- 
ness of a tornado, and it may take 
months, sometimes years, before their 
effects are finally determined. In the 
course of their activity little respite is 
allowed for the unprotected mariner 
in the turbulent financial sea to reef 
sail, tack and steer in a different direc- 
tion; he can only try his hardest to 
outrun the storm and hope to keep 
afloat. 

Human memory is likewise short 
when confronting such conditions. Its 
natural disposition is to expect the 
turn to be just around the corner. It 
is disinclined to accept losses and dog- 
gedly holds on, thereby providing intan- 
gible factors to which it is impossible 
to apply inflexible yardsticks. Nor are 
depressions alike in their type or in 
their origin, except in the one partic- 
ular that they all produce great dam- 
age to the wealth of the afflicted coun- 
try. If a common yardstick, determined 
from previous depressions, had been 
applied to the latest one in an effort 
to appraise its causes, it would have 
immediately suggested that such a se- 
vere dislocation must have originated 
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By Louis GUENTHER 


Flexible Yardsticks 


Changing conditions bring with them changes in the 
yardsticks of values. The present time is no exception 
with all measures of value under readjustment. 


from a famine of some sort or from 
some other momentous calamity. How- 
ever, such was not the case; this storm 
broke in the midst of plenty, and it 
also was the first one in which the 
whole world was the victim, instead of 
some particular section of it. 

While all felt the effects, no human 
mind was endowed with the perspec- 
tive to foresee to what end the inter- 
mingling causes could lead, and it was 
largely due to this confusion that all 
yardsticks became useless and the only 
hope that remained to us to outlast the 
violence of destruction was to use 
every available resource of our initia- 
tive in keeping the nation on an even 
keel until conditions returned that 
would enable us to put into action the 
work of reconstruction. 

It will be clearly remembered that 
one of the common yardsticks used by 
conservative investors was the rule of 
measuring security values by the rela- 
tion of market price to earning power. 
The accepted general principle was 
price equal to ten times annual earn- 
ings. At least that principle was com- 
monly advocated, although very little 
practiced when speculative excesses 
took hold of the market. Had conserv- 
ative investors strictly followed it they 
would have sold out their securities 
several years before the maximum tops 
were reached, for the great majority 
of securities were then selling from 
twenty to forty times earnings, and in 
some exceptional cases at an even 
greater ratio. 

Now we face the opposite side of the 
picture. Until] the last few months, 
when earnings began to evidence an 
upward spiral, by far the largest num- 
ber of our corporations were operating 
in the red, and substantial losses were 
recorded. If the yardstick of ten times 
earnings had been applied to such sit- 


uations, then only a handful of securi- 
ties would have had any theoretical 
value, since deficits on this principle 
would yield negative values. Yet 
throughout the depression the market 
did place some value on such securities, 
for their holders felt they possessed 
some intrinsic values in their fixed as- 
sets and in their degree of solvency. 
The yardstick then became a flexible 
one largely dependent on the confi- 
dence of security holders in the ability 
of corporations to maintain their solv- 
ency throughout the depression; and 
it has since been stretching itself on 
the expectancy and hope of their earn- 
ing power increasing so that dividend 
resumption may become again a rea- 
sonable prospect. 


The Measure of Income 


Another yardstick that temporarily 
has been laid aside is that of measur- 
ing security values by the incomes pro- 
duced in comparison with the lending 
value of money. If a security produced 
more income than the money repre- 
sented in its market price could earn 
as a loan, it was considered attrac- 
tive, other things being approximately 
equal. But if investors had abided by 
this rule in the last several years they 
would not have been able to employ 
their capital profitably, for only a beg- 
gar’s guard of stocks were able to 
maintain dividends, and capital itself 
became a drug on the market. Conse- 
quently orthodox investors found them- 
selves with plenty of money on hand, 
but with no place to put it unless they 
bought equities on the speculative pos- 
sibility that an increase in market 
values would recompense them for 
their loss of income. 

Another yardstick frequently em- 
ployed has been that of book value. It 
may be recalled how frequently book 
value of U. S. Steel was pointed out 
to justify a higher market value than 
ten times earnings. Very little is said 
about this now; and despite these large 
tangible assets behind the _ stock 

(around $200 a share), “Steel” sold 
as low as 213 in the depths of the 
depression, indicating what little influ- 
ence its book value has had on its 
market price. 

There were other yardsticks that 
could be mentioned which were quickly 
discarded, because they were found not 
to apply to the unusual conditions in- 
duced by the depression. Most of them, 
however, will be again revived when tt 
becomes certain that we face a period 
of sound and sustained growth. New 
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ones will grow into favor as new situa- 
tions arise, but it is futile to surmise 
in advance what forms they will as- 
sume. Much depends in this respect 
upon whether the country is destined 
for a period of drastic inflation, or 
whether some measure of success is 
attained in revivifying industry under 
governmental supervision. But what- 
ever are the yardsticks that emerge 
from the current causes motivating the 


4 Wrigley— 


market, they can not be expected to 
assume a rigid dependable form, but 
will be flexible in their measuring 
properties. 

It can not be otherwise, for no yard- 
stick can evaluate the law of supply 
and demand, which is the most power- 
ful and determinate influence in the 
making of security prices. Nor can 
any yardstick replace human judg- 
ment, which is capable of analyzing 


v 


the numerous intangible phases sur- 
rounding the determination of values 
and correlating them with book value, 
income, etc. 

It is this factor of human judgment 
that. constitutes the mainspring of 
speculation and makes it impossible to 
mechanize it as would be done if defi- 
nite yardsticks could be devised to take 
the place of individual brain power 
and analysis. 


A Stable Income Producer 


Affording a yield of 6 
per cent, Wrigley ap- 
pears to be under- 
valued compared with 
other similar issues 


GGRESSIVE and sometimes even 
spectacular advertising and mer- 
chandising policies have charac- 
terized the development of the chewing 
gum business of the Wm. Wrigley, Jr., 
Company over the past quarter cen- 
tury to its present position as the out- 
standing leader in its field. It is 
estimated that about $75 millions have 
been spent in advertising since the in- 
ception of the business, with the an- 
nual expenditure averaging around $4 
millions. The principal brands are 
“Spearmint,” “P-Ks,” “Doublemint” 
and “Juicy Fruit,” and products are 
distributed through jobbers and selling 
agencies to over 900,000 retailers in 
the United States and foreign coun- 
tries. Manufacturing activities are 
centralized in Chicago, the Brooklyn 
plant having keen sold in 1930. 


The Earnings Trend 


A very substantial expansion in earn- 
ings was achieved in the decade from 
1920 to 1930, with net nearly quadru- 
pling from $3.3 millions in the earlier 
year to a peak of $12.3 millions in 1930. 
The latter figure was equal to $6.14 per 
share on the capital stock, of which 
there are approximately 2 million 
shares outstanding as the only capital 
liability. The decline in profits in the 
following two years resulted in reduc- 
tion in dividend payments from the $4 
per annum of 1929-30-31 to the recent 
$3 rate. The substantial foreign busi- 
ness that had been developed proved 
something of a handicap under foreign 
currency depreciation and restrictions 
and mounting ‘trade barriers, and 
losses from these causes undoubtedly 
contributed materially to the drop in 
net to $5.13 a share in 1931 and $3.63 
in 1932. 

Another factor in last year’s earn- 
ings decline was very probably the ab- 
sorption of losses on the large quantity 
of cotton purchased over the previous 
year or more at prices ranging up to 
12 cents a pound, pursuant to a mer- 
chandising plan whereby the revenues 
from certain Southern States were de- 
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voted to the purchase of this commod- 
ity. In May, 1932, it was reported 
that a contract for over 6 million cot- 
ton handkerchiefs had been made, 
which would enable Wrigley to dispose 
of its cotton inventory and provide a 
merchandise premium to be ‘sold to 
dealers under a combination offer. The 
cost of the cotton was undoubtedly 
charged against earnings as an ex- 
pense of the handkerchief premium 
plan. 

A similar commodity speculation was 
entered upon in 1931 in Canadian 
wheat, under a plan by which all reve- 
nues from Manitoba, Alberta and Sas- 
katchewan provinces were to be 
devoted to purchase of wheat at prices 
up to 65 cents a bushel. It was stated 
that purchases up to 2 million bushels 
were contemplated, but no information 
has been released as to the actual 
quantity taken or its subsequent dis- 
position. It is possible that the rise in 
wheat prices of recent months has re- 
lieved the company of the threat of 
being forced to sustain heavy losses on 
this merchandising venture, and of 
course it may be argued that if the 
plan maintained an important sales 
volume that would otherwise have been 


lost, some degree of loss would be jus- 
tified on a business basis. Unfortu- 
nately, however, the necessary infor- 
mation for judging the outcome has 
not been made public. 

There is no question but that do- 
mestic as well as foreign business 
has suffered in the depression, and a 
stimulation of sales concomitant with 
economic recovery is a reasonable ex- 
pectation and may be counted on to 
compensate for increases in material 
and labor costs. The first half of 1933 
yielded earnings of $1.99 per share, 
only slightly below the $2.03 of the 
same period of 1932. Whereas the 
second half of last year showed a 
slump of $1.60 per share, the present 
outlook is for the last half of this year 
to more nearly equal the first half, a 
turn in the earnings trend having al- 
ready been indicated by the June quar- 
ter net of $1.07 per share, compared 
with 95 cents in the 1932 June quarter. 


An Attractive Yield 


At recent market levels the stock has 
been quoted at about 13 times 1932 
earnings and offers a yield of over 6 
per cent on the $3 dividend. To com- 
pensate stockholders for the new 5 per 
cent tax on corporation dividends, the 
monthly distributions have been in- 
creased proportionately, so that after 
the corporation withholds the tax the 
stockholder receives the same rate as 
before. The return on the stock ap- 
pears to be well protected by the mar- 
gin with which earnings cover dividend 
requirements, and the indications that 
this margin is likely to increase, and 
also by the strong financial position 
that has been maintained throughout 
the depression. 


WRIGLEY’S 


RECORD 


OF STABILITY 


Earnings and Dividends: 1932 
Earnings per $3.63 
Financial Position: 

Curremt 634,653 


1931 


1930 1929 1928 
$4.74 $6.14 $5.80 $6.15 
4.00 4.00 $4.00 13.50 
$3,641,373 $4,029,979 $3,814,063 $3,694,451 
713,401 1,031,119 760,619 842,159 


Net Working Capital..........$2,455,036 $2,927,972 


t Includes 75 cents extrz. 


32,998,860 $3,053,444 $2,852,292 


t Includes 50 cents extra. 
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What NRA Means 
Corporate Earnings 


HE two most important aspects of the regimentation 

] of industry under the National Recovery Administra- 

tion are economic and sociological. Up to the present, 
it seems fair to say that the emphasis of the Administra- 
tion has been placed upon the sociological or humanitarian 
side of the plan, rather than its economic aspects, although 
the two are to a large extent inextricably interwoven. The 
fundamental purpose of NRA is to put men back to work, 
and thus terminate the distress caused by unemployment. 
Another major goal is the elimination of certain evils of 
exploitation of labor, notably long hours and inadequate 
wages. It matters relatively little at the present time 
whether the fundamental thought behind the drive for the 
restoration of the purchasing power of the masses is the 
ultimate attainment of a general prosperity which will be 
reflected in high corporation profits or the well being of 
the employee without regard to the profits of the entrepre- 
neur. The fact of primary importance at the moment is 
that the nation’s wage bill is going to be materially in- 
creased. 

Assuming that the result will be a great reduction in the 
ranks of the unemployed, realizing the fundamental aim 
of NRA, this concept of the recovery drive is most praise- 
worthy. At the same time, the factor of profit for the 
corporation or individual entrepreneur can not be neglected 
for long. If profits should be eliminated, or drop so low 
as to remove the incentive of the entrepreneur class, the 
only alternatives would eventually be the collapse of the 
NRA scheme or the completely socialization of industry. As 
most investors, and especially common stock investors, are 
entrepreneurs to the extent that they are partners in in- 
dustry, the longer term aspects of NRA, especially the 
effects upon profits of the work-spreading and wage-raising 
features of the plan, are matters of great importance. 

If prices for goods and services can be raised, or if the 
increase in sales resulting from improved 
purchasing power of the country as a whole 


any attempt will be made to enforce the adoption of a 
NRA code by the steam carriers. The railroad industry 
has for many years been closely regulated by the Govern- 
ment. The Transportation Act of 1920 set up a Railroad 
Labor Board, which was continued in somewhat different 
form by the provisions of the Watson-Parker Law of 1926, 
otherwise known as the Railway Labor Act. This law 
makes it compulsory for all labor controversies to be sub- 
mitted to the board. Early in 1932, the railroad manage- 
ments and the rail labor unions reached an agreement for a 
10 per cent “deduction” from the basic rates of pay. This 
arrangement was extended by agreements reached in con- 
ferences held last December and in June, 1983, first to 
October 31, 1933, and later to June 30, 1934. The agree- 
ment extending the 10 per cent “deduction” through June 
of next year was reached after Joseph B. Eastman, Federal 
Coordinator of Transportation, intervened in proceedings 
instituted by the railroads looking toward a further 124 per 
cent cut in rail wages, which was to have taken effect on 
November 1 of this year. Since the agreement for carry- 
ing the 10 per cent deduction through the first half of 1934 
has the stamp of approval of the man appointed by the 
present Administration to rationalize the railroad and 
other transportation industries, it would scarcely seem 
likely that the railroads could come under any pressure to 
raise wages until the agreement expires. Furthermore, 
working hour limitations and other rules have favored the 
railroad employee for many years. 

The Administration is encouraging the railroads to help 
solve the unemployment problem by taking back workers 
who were placed “on furlough” during the depression. This 
is being done, the railroads of the country having increased 
their payrolls by 65,268 workers since the first of June; 
but expanding traffic would necessitate considerable re- 
employment in any event. While the railroads will cooper- 
ate with the Administration in relieving 
unemployment in so far as it is feasible for 


should more than offset the increased wage 
expenditure, the common stock investor has 
but little cause for worry. This brings up 
a multitude of questions, such as the attitude 
of the Administration toward prices for 
manufactured goods, the possibility of a con- 
sumers’ strike in the event of a sharp rise in 
prices, and the widely discussed matter of 
the relation between the prices of the prod- 
ucts the farmer sells and the goods which 
he buys. It is not the purpose of this article 
to advance conjectures upon such matters, 
although it may be suggested in passing that 
the Administration will have to countenance 
fairly substantial price increases in some 
lines. An avenue of approach to the prob- 
lem of the effects upon corporation profits of 
the wage and employment policies of NRA 
which can be pursued more profitably at the 
present time is to be found by seeking an- 
swers to the question, “How great an in- 
crease in the wage bill of each important 
industry is likely to result?” 


Wage Increases and the Rails 


It would appear superficially that the an- 
swers would depend largely upon the relative 
importance of total wage expenditures to 
other cost factors in each industry. In many 
cases this is true. However, there are ex- 
ceptions, notably the railroads. In recent 
years an average of about 45 cents of each 
dollar of the railroads’ gross revenues has 
been expended for labor. This is a high 
percentage, and would place the industry 
among those whose costs are likely to be 
raised the most under the NRA regimé, were 
it not for the fact that the special status of 
the railroad industry makes it unlikely that 
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them to do so, in this industry there will ap- 
parently be no occasion for the major read- 
justments in respect to wages, working 
hours and other working conditions which 
will have to be effected by many manufac- 
turing, merchandising and other types of 
enterprises. 


Utility Readiustments Extensive 


The readjustments will be more extensive 
in the public utility industry, but the in- 
crease in costs will apparently be of much 
less importance to the earnings of the in- 
dustry as a whole than other factors, notably 
the pressure for rate decreases. The Edison 
Electric Institute estimates that adoption of 
the code will result in the employment of 
30,000 additional men, which means an in- 
crease of about 12 per cent in payrolls. How- 
ever, since it is estimated that wage require- 
ments account for only about 15 per cent 
of the gross revenues of the industry, on the 
average, for both electric and gas utilities, 
the wage factor does not loom nearly as 
large as in the case of the railroads and 
many manufacturing industries. 

It is not feasible, at this time, to make 
any predictions as to the quantitative effects 
of the codes upon a representative list of the 
many different types of enterprises which 
are loosely classed under the heading of 
“industrials.” In general, it may be said 
that labor costs of most manufacturing and 
merchandising concerns are going to be sub- 
stantially increased. This is notably true of 
the cotton textile industry, the first large 
group to adopt a special code. Many inter- 
esting individual examples can be cited. In the 

(Please turn to page 199) 
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tively large number of preferred 
stocks are fairly indicative of 
existing disparity between security 
price levels and what might be con- 
sidered normal intrinsic values. Dur- 
ing periods of economic normalcy, 
prices for preferred stocks are as a 
general rule governed by return on in- 
vestment, and in some cases by call 
price. Where earnings are adequate 
for dividend needs and financial con- 
dition is satisfactory, the limits of 
price range are usually prescribed by 
these two factors. From this it may 
be logically inferred that when cor- 
porate earning power has been fully 
restored as a natural concomitant of 
business recovery, the larger number of 
preferred issues will again rank as in- 
vestment media and that during the 
recovery stage of business the present 
gap between parity and subnormal 
price levels will be closed. During 
such a period as the present, therefore, 
certain of these issues offer oppor- 
tunity for speculative profit which 
would appear to more than outweigh 
the risks involved. 


tives tar quotations on a rela- 


Features of Preterred Stocks 


With few exceptions, preferred issues 
have preference over junior equity 
stocks as to both assets and dividends 
at regularly prescribed rates. This 
means that such issues are the first 
to receive the benefits of expanding 
earnings, since regular payments must 
be made on preferred stocks before the 
common stocks become eligible for dis- 
tributions. The majority of  pre- 
ferreds likewise are cumulative and 
any arrears which may accrue as a 
result of suspension of payments must 
be taken care of before the residual 


COMPARATIVE STATISTICAL POS:‘TION—FIVE SPECULATIVE PREFERREDS 


A selection of promising specu- 

lative issues selling at a 50 to 75 

per cent discount from their par 
values at current market levels 


owners of the business are in line for 
dividends. It frequently happens, of 
course, that preferred dividend ac- 
cumulations are not paid off in cash, 
as this might constitute an undue 
drain upon financial resources. Where 
cash is not employed for this purpose, 
the equivalent in securities, either 
common or preferred, is usually dis- 
tributed to preferred stockholders. 
Since back dividends constitute a de- 
finite obligation of a corporation, com- 
plete liquidation of such arrears re- 
ceives the first consideration of direc- 
tors, once the turning point in earn- 
ings has been passed. That this stage 
has been reached is indicated by the 
fairly large number of declarations 
and payments which have been made 
for the account of preferred dividend 
arrears during the past few weeks. 
This development is likely to become 
increasingly evident as business im- 
provement continues. 

Preferred stocks selling at a dis- 
count of from 50 to 75 per cent from 
par value have been depressed to pres- 
ent levels due to sharp declines in 
earnings applicable to such issues, de- 
pleted financial resources, or a com- 
bination of both. Quite obviously such 
prices are dictated by the fear that 
economic recovery and retrievement of 
former corporate earnings is still a 


long way off. The majority of such 
issues pay no dividends at present or 
afford no assurance that current dis- 
bursements will be continued and ac- 


cordingly have temporarily _ relin- 
quished their claim to an investment 
status. Demand for such issues there- 
fore is limited to that comparatively 
small group of investors who do not 
require immediate return on invest- 
ment and this factor in some measure 
accounts for. the sensitiveness of these 
stocks to market conditions. The com- 
paratively small floating supply like- 
wise contributes to the market vola- 
tility of many of these issues. 


Selected 


In the accompanying tabulation, five 
speculative preferred stocks are pre- 
sented and their comparative statisti- 
cal positions shown. These issues have 
been selected on the basis of financial 
soundness, actual and potential earn- 
ings which will influence future divi- 
dend policy, and prospects of price 
recovery as gauged by earnings expan- 
sion possibilities of the issuing com- 
panies. All companies represented en- 
joy adequate financial resources and 
appear to be in a position to safeguard 
financial integrity in the event of a 
further period of business calm, yet 
at the same time should share fully 
in any sustained business improvement. 
Continuation of the present uptrend in 
business activity in this country should 
ultimately result in resumption of divi- 
dend disbursements on these issues, 
which should constructively affect mar- 
ket prices. They may be given con- 
sideration in moderate amount by those 
in a position temporarily to forego 
return on investment and assume the 
obvious speculative risks involved. 


Five Issues 


1929 Most recent 

Current per share per share 

Company Issue Callable Price earnings earnings 
American & Foreign Power $7 cum. $110 $25 $28.99 $110.88 
Chicago Pneumatic Tool.. $3.50 cum. conv. 65 19 8.42 $d1.54 
Electric Power & Light..... $6 cum. 110 *5.17 
General Cable............. $7 cum. 110 27 31.39 1410.59 
Kansas City Southern..... $4 noncum. Non-callable 26 16.02 #d3.10 
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+12 mos. end. Sept. 30,1932. {6 mos.end June 30.1933. #5 mos. end. May 31, 1933. 


*12 mos. end. Feb. 28,"1933. 


Dividend Shares 
Latest dividend Accumulations out- 
payment Per share standing 
Jan. 2, 1932 10.50 478,995 
Jan. 1, 1931 7.88 178,000 
Jan. 3, 1933 2.50 255,000 
Feb. 1, 1931 15.75 150,000 
Apr 15,1933 anes 210,000 
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volume industry, by which it is 

meant that comparatively large 
fluctuations in volume of business and 
rate of operations are characteristic of 
it over periods of years and that these 
changes constitute the determining 
factor: in earning power rather than 
wide price fluctuations, such as are 
found in most of our basic raw mate- 
rial industries. The accompanying 
chart well illustrates these points as 
applied to the past eight years, and it 
is readily apparent that steel has re- 
mained relatively stable in price com- 
pared with such basic commodities as 
rubber, copper, lead, zinc, silver and 
cotton. Copper, for example, sold. as 
high as 24 cents a pound in 1929 and 
down to 5 cents late in 1982. 


Heavy Overhead 


is widely recognized as 


The steel industry has a large fixed 
investment, resulting in a heavy over- 
head burden, which must be distrib- 
uted: over a substantial volume of 
business if satisfactory profits are to 
be secured. Thus the excellent earn- 
ings of the industry in 1928 and 1929 
are attributable to efficiency at high 
operating levels rather than to high 
prices. The chart clearly shows that 
steel products averaged appreciably 
lower in price in those years than in 
1925 and 1926, while output was mea- 
surably larger. If comparison is made 
with 1923 and 1924 (instead of with 
1925 and 1926) the contrast is even 
more striking. 

The transformation in the status and 
outlook of the steel industry in the last 
four months has been almost startling 
in its suddenness and in its degree, and 
that change is pictorially reflected in 
the graph of output and not in the 
level of prices. The first quarter of 
1933 was perhaps the most unsatisfac- 
tory and discouraging period in the 


Steel Stocks? 


Will the NRA 
im pede the recovery 
of the industry? 


history of the industry, with operations 
averaging only 18 per cent of capacity 
and the great majority of companies 
reporting substantial losses. But fol- 
lowing the national bank holiday in 
March and inauguration of the Admin- 
istration’s recovery program there was 
a remarkable upward surge in demand 
for steel, particularly from automotive 
and miscellaneous sources, which car- 
ried operations from 15} per cent of 
capacity in March to 25 per cent in 
April, 34 per cent in May, 46 per cent 
in June, and 59 per cent in July. 

It has been feared in many conserv- 
ative quarters that much of this ex- 
pansion may have been stimulated by 
the threat of monetary inflation and 
may have represented in part a flight 
from money to goods and in part an 
effort by manufacturers and middlemen 
to stock their shelves with low-cost 
goods in anticipation of a sharply ris- 
ing price level in the near future. 
There has undoubtedly been some ac- 
tivity of this sort, particularly as it 
has been definitely apparent that the 
NRA program would operate to in- 
crease costs all along the line. How- 
ever, the reports from the automotive 
industry and the evidence of increased 
new car registrations clearly indicate 
that steel demand from that source has 
represented an actual passing of the 
material into the hands of the con- 
sumer. Although similar direct evidence 
is not available in the miscellaneous 
lines of demand, the consensus of opin- 
ion in the industry seems to be that the 
increased output has been for the most 
part passing on to fill the depression- 
created vacuum in ultimate consuming 
channels rather than clogging the in- 
termediate manufacturing and distrib- 
uting stages. Increased working 


inventories all along the line are, of 
course, an inevitable accompaniment of 
business recovery. 

Judging by the weekly estimates of 
operations, as reported by the steel 
trade journals, the peak of the recent 
movement was reached in the second 
or third week of July, following which 
there has been a gradual decline 
amounting to several points of per- 
centage of capacity. Opinion in the 
trade is that the final two weeks of 
August will bring an increase in orders 
(if not in rate of output) in prepara- 
tion for fall business requirements and 
that later in the year the NRA pro- 
gram will be productive of greater 
demand from the construction and 
railroad industries. These two sources 
of demand have thus far contributed 
little or nothing to the steel recovery. 


Operating in Black 


The advance in operations to above 
50 per cent of capacity has brought 
most companies back into the black 
after one to two years in the red, and 
one of the leading units has already 
recognized the improvement by an in- 
crease in the dividend payment. Any 
further gains in the operating rate 
will be even more sharply reflected in 
earnings, particularly where there is 
a leverage factor in the capital struc- 
ture to favor the junior equities. 

The NRA officials and the repre- 
sentatives of the steel industry are 
earnestly striving to overcome the diffi- 
culties and complications which have 
thus far prevented adoption of a code, 
and definite action seems likely to be 
announced in the near future. Al- 
though the steel industry has already 
gone a long way toward meeting the 
employment objectives of the NRA 
through spreading the available work 
by stagger plans, there is the definite 
probability of further increases in 
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labor costs under operation of the code. 
This is an important consideration for 
steel executives, since labor accounts 
for around one-third of the cost of 
steel making under average normal 
conditions, and an even greater por- 
tion when volume is unusually small. 
U. S. Steel Corporation, encompass- 
ing about 40 per cent of the country’s 
steel capacity, may be taken as fairly 
representative of the industry as a 
whole, and its annual reports supply 
data on labor costs which shed an in- 
teresting light on the problem of in- 
creased wages under the NRA. U. S. 
Steel reports its total annual wage and 
salary expenditures, segregated as be- 
tween construction projects (capital 
account) and expenses of operations 
and production. It is thus possible to 
figure the annual labor cost per ton of 
steel ingot production. In 1929, with 
an output of 21.9 million tons, the 
labor cost was $18.60 per ton; in 1932, 
with output down to 4.9 million tons, 
the labor cost was $26.70 per ton, an 
increase of 44 per cent. Study of the 
figures from 1927 to 1932 shows that 
there is a definite correlation between 


changes in production and labor costs 
per ton. There is thus a clear basis 
for expecting that as recovery in vol- 
ume of operations progresses there 
will be a steady decrease in labor costs 
per unit of output. As a theoretical 
example, let it be assumed that volume 
reaches the level of 1930 and that the 
NRA code causes a 10 per cent in- 
crease in labor costs. In that year 
U. S. Steel produced 16.7 million tons 
of steel ingots at a labor cost of $22 
per ton. Under the assumed condi- 
tions the resulting labor cost would be 
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4 Columbia Gas & Electric — 


Is the Stock 
attractive at 
current levels? 


utilities will be called upon to 

hurdle a new barrier to earnings 
progress in the form of a 3 per cent 
tax on the sale of electricity. It will 
be recalled this tax was shifted from 
consumer to producer in the special 
session of Congress in an effort to re- 
lieve the strain on the consuming pub- 
lic’s pocketbook, yet at the same time 
to maintain tax revenues of the Fed- 
eral Government. By some strange 
exercise of the Federal Government’s 
taxing powers, other divisions of the 
utility field were exempt from this tax 
and September 1 for companies in 
these divisions will witness no addi- 
tional contributions to the Federal 
Treasury; nor will the onerous and 
costly tax collecting duties of this 
group be increased as will be true of 
the electric power and light industry. 
In this important respect then, the 
manufactured and natural gas pro- 
ducers, who rank close to the electric 
utilities from the standpoint of reve- 
nues and ramification of operations, 
occupy a favored position in that there 
is likely to be no interruption to the 
progressive expansion in their net 
profits, resulting from the current in- 
crease in gross revenues. 

As the country’s largest producer 
and distributor of natural gas, Colum- 
bia Gas & Electric has been participat- 
ing in the recent improvement in 
general economic conditions. The com- 
pany of course has a considerable in- 
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vestment in electric power and light 
properties, but revenues from this 
source constitute less than one-third 
of the total income, and the new tax 
on the sale of electricity will amount 
to no more than 4 cents annually per 
share of Columbia Gas & Electric com- 
mon stock, on the basis of present 
income. Close to two-thirds of total 
revenues of the company are derived 
from the sale of gas, a business which 
has not been singled out for special 
impost and one which is comparatively 
free from political interference and 
municipal, state and Federal competi- 
tion. 


Territory Served 


Through operating subsidiaries, Co- 
lumbia Gas & Electric serves a large 
area with natural gas, including parts of 
West Virginia, Virginia, Ohio, Maryland 
and New York. A recently completed 
natural gas transmission line extending 
from the company’s fields in Kentucky 
and West Virginia to the Atlantic sea- 
board has placed the company in a 
position to furnish natural gas for 
blending purposes to all important 
cities along the north Atlantic sea- 
board, including New York, Philadel- 
phia and Baltimore. The city of 
Washington, D. C., is already supplied 
with natural gas from the company’s 
lines. Since engineering advancement 
has made feasible the. transportation 
of natural gas by pipe line over great 
distances, Columbia Gas & Electric has 
primarily devoted its attention to the 
acquisition of proven natural gas areas 
and the construction of long distance 
pipe lines to connect sources of supply 
with large distributing centers. 

In addition to its Kentucky-West 


$24.20 per ton, or 9 per cent lower 
than the actual 1932 costs. The in- 
creased volume of business would thus 
have more than absorbed the in- 
creased labor costs under the NRA, 
and improvement in earnings and gen- 
eral financial position could take place 
without any compensatory increases 
having been made in prices of steel 
products. 

This line of reasoning does not pre- 
clude that increased steel prices may 
be justified on other grounds, such as 
increased raw material costs, but is 
presented to suggest the thought that 
too much concern over the possibility 
of increased labor costs should not be 
manifested at this time, since general 
business recovery can easily more than 
offset this factor in the earnings equa- 
tion. There are probably many in- 
dustries in which the same line of 
reasoning will apply, and the effects 
of increased business volume together 
with the greater efficiency of most 
enterprises, resulting from the eco- 
nomic pressure of the depression, may 
be counted upon to work favorably 
upon the general level of earnings. 


Earnings on the Mend 


Virginia line, the company holds a 30 
per cent interest in the Lycoming 
United Gas Corporation (controlled by 
Standard Oil of New Jersey), which 
was formed in 1932 to exploit the 
Wayne-Dundee fields in New -York and 
the Tioga fields in Pennsylvania and 
which has lines radiating from this 
area to within a few miles of New 
York City. In 1931 the Panhandle 
Eastern Pipeline Company, a subsid- 
iary of Columbia Gas & Electric, com- 
pleted its transmission line extending 
from the Texas Panhandle to the In- 
diana state line, placing the company in 
a position to serve important industrial 
centers in the Middle West and permit- 
ting conservation of the Columbia Gas 
supply in the Kentucky and West 
Virginia fields. Excluding the Texas 
Panhandle reserve, the company now 
has 4,440,000 acres of producing and 
reserve gas fields, only 19 per cent of 
which has been called into production. 

The feasibility of transporting nat- 
ural gas long distances for blending 
with the manufactured product in 
large markets has been conclusively 
proved on the Pacific Coast and more 
recently in the Chicago district. The 
large investments of the company dur- 
ing the past few years, on which little 
return has been received as yet, would 
accordingly appear well considered, 
particularly in view of the fact that 
the company is now in a position to 
serve, with little additional outlay, 
such important centers as _ Detroit, 
Cleveland, Toledo, Indianapolis and the 
above mentioned Eastern cities. The 
largest single barrier to exploitation 
of these markets lies in the franchises 
held by other companies for the sale 
of manufactured gas. Some progress 
has been made in the Middle West in 
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working towards eventual coordination 
of facilities; in respect to the Eastern 
markets it is interesting to note that 
approximately 25 per cent of Columbia 
Gas & Electric common is owned by 
United Corporation, which in turn has 
large interests in companies in posses- 
sion of gas franchises in many im- 
portant Eastern cities. 

Additional capital needed to finance 
the extension program during the past 
three years, coupled with a breakdown 
in the long term capital-securing ma- 
chinery of the public utility holding 
companies, forced Columbia Gas & Elec- 
tric to resort to bank borrowing, and 
on December 31, 1931, bank loans 
amounted to $44.2 millions. On Febru- 
ary 15, 1932, the company suspended 


cash dividend payments on its common 
stock, substituting therefor distribu- 
tions in 5 per cent convertible prefer- 
ence stock, and began applying surplus 
earnings to reduction of the bank debt. 
At June 30, 1933, bank loans had been 
reduced to $10 millions and a working 
capital deficit of $47.3 millions at the 
end of 1930 has been converted into 
net working capital of $802,000. 

The company numbers among its 
customers a very large aggregation of 
industrial consumers of gas and elec- 
tricity, and as a consequence of declin- 
ing demands for power from this 
group, revenues and net earnings have 
been trending downward during the 
greater part of the past four years. 
The low point both in output and earn- 
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ings was probably witnessed during the 
initial months of 1933, and earnings 
for the 6 months ended June 30, 
1933, amounted to 40 cents per common 
share, compared with 65 cents per 
share in the corresponding 1932 period. 
For the 12 months ended June 30, 1933, 
per share results amounted to 70 cents, 
against $1.09 in the preceding 12 
months. As a result of the aggressive 
extension program of the past three 
years, actual and potential consuming 
sources have been considerably in- 
creased and past results are obviously 
no accurate criteria of full possibili- 
ties. While the stock appears to be 
liberally priced on the basis of recent 
earnings, future prospects suggest in- 
teresting long pull possibilities. 


High Grade Industrial Bonds Show Stability 
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pauper” companies in the indus- 

trial group that the usual re- 
action of investors of the more con- 
servative type to industrial bonds is 
decidedly unfavorable. The general 
tendency is to feel that industrial 
bonds as a class are highly speculative 
or, at best, “businessman’s_ invest- 
ments” which should not be touched 
when a high degree of assurance of 
safety of principal and interest is 
sought. While there are many specu- 
lative bonds in the group, the idea that 
the industrial division of the bond list 
is entirely or even predominantly com- 
posed of issues of an unstable and 
risky type does not do justice to the 
group as a whole. 

One of the reasons why many in- 
vestors look askance at industrial bonds 
as investment media is to be found in 
the teachings of prominent economists 
and students of corporation finance to 
the effect that industrial financing 
should be largely, if not entirely, on 
a stock basis, in view of the wide 
fluctuations to which industrial com- 
pany earnings, in general, are subject. 
The total long term debt of industrial 
companies is estimated at about $10 
billions, which is approximately $1 
billion less than that of the public 
utilities and $3 billions less than that 
of the railroad companies. However, 
the ratio of long term debt to fixed 
assets is much lower, being less than 
25 per cent for the industrials, as 
against about 55 per cent for the rail- 
roads and 44 per cent for the public 
utilities. This reflect. the fact that 
many industrial concerns have only 
stock outstanding, while others have 
bond indebtedness which is very small 
in relation to their plant investment. 

The industrial bonds which suffered 
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Tosseet are so many “prince or 


the worst declines during the depres- 
sion were in some cases the issues of 
companies whose bond indebtedness was 


AN UNDERVALUED BOND 


EVADA - CALIFORNIA 

ELECTRIC first mortgage 
5s, 1956, quoted on the New 
York Curb Exchange and cur- 
rently selling around 67, appear 
to offer attractive possibilities, 
in view of the participation of 
the company in the business 
improvement recently noted on 
the Pacific Coast. The company 
has been engaged since 1905 in 
generating hydro-electric power 
on the eastern slope of the 
Sierre Nevada Mountains and 
transmitting this power over a 
wholly interconnected system 
to communities in the southern 
and eastern parts of the state 
of California. For the 12 
months ended June 30, 1933, 
fixed charges were covered 1.12 
times, compared with 1.23 times 
in 1932. However, for the 
month of June, 1933, fixed 
charges were covered 1.73 times. 
Amount available for bond in- 
terest in that month showed an 
increase of 18 per cent over 
May. This issue, which is out- 
standing in the amount of $27.7 
millions is secured by pledge of 
over 99 per cent of all stocks 
of underlying companies in the 
system and of all outstanding 
bonds to .a principal amount of 
$29.6 millions. 


in high ratio to total capitalization, but 
weak financial position and large de- 
ficits were mainly responsible for the 
depreciation in others. An examina- 
tion of the market record over the past 
few years shows a surprising number 
of indus. al bonds which compare 
favorably, in respect to stability, with 
high grade bonds in other groups. 
Some of these issues represent food 
or other companies which, unlike the 
steel, mining and other “prince or 
pauper” industries, were able to show 
a good degree of earnings stability in 
the face of the depression. Others 
represent concerns showing wide cycli- 
cal swings in earnings, but having 
conservative capitalizations and reason- 
ably strong financial status. 

Even in the steel industry, outstand- 
ing example of the “prince or pauper” 
group, there are a number of issues 
which have shown a high degree of 
market stability in recent years, notably 
Jones & Laughlin first 5s, Illinois Steel 
bonds and other issues of U. S. Steel 
subsidiaries. Bethlehem Steel bonds 
have had a good market record, on the 
whole, but have fluctuated more widely. 
Bonds of leading units in the oil and 
packing industries have been star per- 
formers, obligations of Standard Oil 
of New Jersey, Humble Oil, Atlantic 
Refining, Union Oil of California, 
Standard Oil of New York, Cudahy 
Packing, Swift & Co. and others hav- 
ing shown a higher degree of stability 
than most high grade railroad and 
public utility bonds. Other industrial 
bonds which had an excellent record 
of market stability during the depres- 
sion are Computing-Tabulating-Record- 
ing (International Business Machines), 
General Electric, Liggett & Myers, 
Western Electric, and General Electric 
obligations. 
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Is Standard Brands 
Liquor Stock? 


a 


liquor stocks a month ago found 

Standard Brands right in the 
van, with its price advancing to the 
highest level at which the stock has 
sold since the company was formed in 
June, 1929, to acquire the Fleischmann 
Company, Royal Baking Powder and 
E. W. Gillett, Ltd. Not one drop of 
alcohol or other liquors did the com- 
pany have in storage at the time, but 
there were sufficient rumors afloat to 
fire interest in the shares and encour- 
age blind but hopeful speculation. Not 
without foundation were some of the 
reports, for following the bubble-burst- 
ing in the inflated liquor stocks Joseph 
Wilshire, president of Standard 
Brands, announced that the company 
was planning to make gin in anticipa- 
tion of the repeal of the Eighteenth 
Amendment. But aside from mention- 
ing that a contract had been signed 
for the distribution of the company’s 
entire output of gin, as, if and when, 
no further comment or explanation of 
plans was made. Now stockholders 
and investors are wondering if Stand- 
ard Brands actually is to be a liquor 
stock or if the entrance of the company 
into gin production will just be a side 
line or incidental source of revenue. 


"Tie whirl which was given the 


A Recent Decision 


With repeal of prohibition still an 
uncertainty and depending to an im- 
portant extent upon the action taken 
by some fifteen states in the next sev- 
eral months, it is not to be expected 
that any large corporation could well 
afford to gamble for a period of a 
number of months or a year in its 
preparation for a radical change in 
law. It was not until a few months 
ago that the management of Standard 
Brands gave any serious consideration 
to reviving the manufacture of gin, but 
the rapid progress made in the ratifi- 
cation of the repeal amendment by a 
number of doubtful states afforded 
generous indication that prohibition 
was almost doomed. Thus it was not 
until July of this year that the com- 
pany decided to enter the field and 
share in the profits which might accrue 
from legalized thirst. 

Standard Brands would not be a 
newcomer to the liquor industry, be- 
cause its most important division, the 
Fleischmann Company, manufactured 
and rectified gin for some years prior 
to prohibition. At one time alcohol 
was a byproduct of yeast manufac- 


ture and then it was that Fleischmann 
held a long term contract for the pro- 
duction of Gordon Gin with the British 
owners of the brand. This contract 
was automatically canceled on January 
16, 1920, the date that the Eighteenth 
Amendment became operative. The 
contract has not since been revived, 
rumors to the contrary notwithstand- 


ing, and at present the company has , 


no plans for producing any of the bet- 
ter known English makes of gin. The 
old Fleischmann Company produced 
what was known as “Fleischmann’s 
Dry Gin,” as well as several less im- 
portant brands, and it is understood 
that under the new régime the same 
old labels will be revived. 


Standard Brands’ Gin Plans 


Progress thus far in the develop- 
ment of the new gin division has been 
slow, as the company has no distillery 
license and can not produce either gin 
or alcohol for beverage purposes. The 
formation of the Fleischmann Distil- 
ling Company early last month was the 
first step to segregate the gin manufac- 
turing business from the production of 
yeast cakes and baking powder. In- 
corporated under New York laws, the 
new subsidiary is capitalized at $1 
million, represented by 10,000 shares 
of common stock of a par value of $100 
each, all of which are owned by Stand- 
ard Brands or its officers. The man- 
agement of the new company consists 
of Standard Brands officials: Joseph 
Wilshire, president; Paul W. Fleisch- 
mann, vice-president, and Hugo A. 
Oswald, secretary and treasurer. 

The new Fleischmann Distilling 
Company will take over the operation 
of the two gin-making plants at Peeks- 
kill, New York, owned by the Fleisch- 
mann yeast division of Standard 
Brands. These properties are now 
being reequipped and placed in readi- 
ness for the production of gin. In ad- 
dition, a new 2-story building, 170 feet 
long and 80 feet wide, is being con- 
structed as a rectifying and bottling 
plant to prepare and pack the gin. An- 
other development of importance is 
that a contract has been entered into 
between Fleischmann Distilling and 
the Penn-Maryland Company, which is 
owned jointly by U. S. Industrial Alco- 
hol and National Distillers Products, 
for the distribution of the entire out- 
put of Fleischmann gin in the United 
States and its possessions. 

There appears to be little doubt, 


therefore, that Standard Brands is 
fully committed to the plan of entering 
the manufacture of gin. But what 
will this action mean to future earn. 
ing power? First of all, it must be 
noted that under the radically changed 
methods of producing yeast, alcohol is 
no longer a byproduct. Thus, the 
gin must be manufactured separately 
and without connection with any. other 
of the Standard Brands lines of food 
products. Just how much equipment 
will be needed to reequip the com- 
pany’s distilleries is uncertain, but it 
is evident that some expense must be 
incurred in reviving a business which 


“has been dormant for over fourteen 


years. These extraordinary charges 
must of necessity cut into the earnings 
of the gin division during the first year 
or two. And then the question arises 
as to whether or not gin will be a 
popular beverage. 

Prior to the enactment of the Eight- 
eenth Amendment gin never enjoyed 
the demand of whisky, as is indicated 
in the following tabulation of Govern- 
ment withdrawal figures for the eight 
years before prohibition: 


Scotch Rum Gin 


and Rye Dry ot 
Whisky Brandy Gin Total fort 


Millions of Gallons———_—_ 


1912.. 72.4 3.0 3.6 80.0 4.5 
1913.. 76.2 3.3 4.0 83.5 4.7 
1914.. 72.9 3.3 4.0 80.2 4.8 
1915.. 63.6 3.0 3.6 70.2 5.1 
1916.. 69.5 3.4 4.1 77.0 5.3 
1917.. 83.6 3.3 5.4 93.3 5.7 
1918.. 56.2 2.6 1.9 60.7 3.1 
1919.. 62.1 2.4 1.1 65.6 1.7 
Average 69.5 3.0 3.4 76.3 44 


It will be noted, for instance, that 
the highest amount of gin drawn in 
any of the above years was 5.4 million 
gallons, and even then this amount was 
only 5.7 per cent of the total gallonage 
for the year. If it is assumed that 
Standard Brands produces 2 million 
gallons of gin per annum, or one-half 
the average annual production of the 
8 years prior to prohibition, and nets 
a profit of $1 per gallon of gin, the 
total annual profit would be only $2 
millions, or the equivalent of only 16 
cents per share on the 12.6 million 
no par common shares of the company 
at present outstanding. 


The Guesswork in Repeal 


It must be admitted that there is a 
considerable amount of guesswork at- 
tached to any estimate of conditions 
following the repeal of prohibition and 
the profits which may accrue from 
liquor production, but in the case of 
Standard Brands it seems apparent 
that the revenues derived from gin 
production will be a relatively small 
factor in the determination of future 
earning power. Far more important 
to the company would be a 5, 10 or 15 
per cent gain in gross sales of the sev- 
eral food divisions, which could be 
translated into an even greater per- 
centage of gain in net income. Because 
of Standard Brands’ strategic and well- 
established position as one of the lead- 
ers of the food industry, the stock 
qualifies as one of the more attractive 
commitments of the field and may be 
considered on the basis of its earn- 
ings prospects and eventual dividend 
growth. But to consider the shares 
largely for their potentialities in the 
event of prohibition repeal appears to 
have little justification, and is rather 
farfetched. 
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Alleghany’s Problems 
Come to a Head 


What is the status of Alleghany 
Cor poration’s collateral trust issues? 


AD the Van Sweringens never 
He the Missouri Pacific 
situation, the current financial 
difficulties of Alleghany Corporation 
probably never would have arisen. 
Alleghany’s largest investments are in 
Missouri Pacific and (indirectly 
through the Chesapeake Corporation) 
in Chesapeake & Ohio. The excellent 
earnings of the C. & O. through the 
depression, and the substantial gains 
recorded by this road in recent months, 
provide a source of strength which 
may pull the Alleghany Corporation 
through. However, the company is 
laboring under a_ severe handicap, 
since its investments include $11.5 mil- 
lions Missouri Pacific debenture 53s, 
194,100 shares of Missouri Pacific pre- 
ferred, 522,900 shares of Missouri 
Pacific common, and $15.4 millions 
Terminal Shares, Inc., notes, none of 
which is likely to produce any income 
for several years in view of the bank- 
ruptcy trusteeship for Missouri Pacific. 
The crucial date for the Alleghany 
Corporation is October 1, 1933. On 
that day, the company must pay semi- 
annual interest on its 5s of 1950. The 
collateral for this issue, unlike that of 
the two other bond maturities, falls 
far short of producing the income 
needed for bond interest requirements. 
Collateral pledged for the 5s of 1950 
consists mainly of Missouri Pacific 
securities, in which category the 
Terminal Shares notes may be in- 
cluded, since income from the Term- 
inal Shares holdings depends upon the 
Missouri Pacific. 


Interest Charges to be Met 


The current indications are that 
Alleghany may be able to find ways 
and means to meet the October 1 inter- 
est on the 5s, 1950. From a long term 
viewpoint, however, the situation boils 
down to this—can the company’s best 
investment, Chesapeake Corporation, 
carry the burden of the unproductive 
bad investments (junior securities of 
the Missouri Pacific) ? 

Even granting that the Chesapeake 
Corporation will, in the future, pay 
sufficiently large dividends into the 
coffers of Alleghany to cover all of the 
latter company’s bond interest require- 
ments, the restrictions included in the 
various bond indentures greatly com- 
plicate the situation. Practically all of 
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the assets of Alleghany Corporation 
are pledged as collateral for the three 
bond issues. As long as the collateral 
for each issue has a value of 150 per 
cent or more of the par value of the 
bonds, the company can do as it likes 
with the pledged securities and the in- 
come they produce. Transfers of col- 
lateral can be made from one bond 
issue to another and deficiencies in the 
income produced by one bond issue’s 
collateral can be made good out of 
another’s surplus. When, however, 
the value of the collateral falls below 
150 per cent of the par of the bonds, 
the company’s management loses con- 
trol to the trustees for the bonds, who 
impound both the collateral and the 
income which it produces. Since the 
value of the collateral has been below 
150 per cent for all of the bond issues 
for many months, the situation in re- 
spect to the 5s of 1950 presents diffi- 
culties. 


Status o' Various Issues 


As the tabulation on the next page 
shows, the income from the collateral 
for the 5s of 1944 is approximately 
equal to interest requirements on this 
issue, and the securities pledged: behind 
the 5s of 1949 provide the greater por- 
tion of the funds necessary to meet 
service requirements on these bonds, 
even on the basis of a $2 annual 
dividend rate for Chesapeake Corpora- 
tion. The latter company paid a 
dividend of $3 per annum from 1928 
to 1932, but in July of last year the 
rate was reduced to $2, in view of the 
advisability of reducing the company’s 
large bank loans. Earnings of Chesa- 
peake Corporation amounted to $3.41 
per share in 19382. 

Recently, it was announced that 
Chesapeake had reduced its bank loans 
by over $4 millions through the sale 
of a relatively small block of its 
C. & O. stock. This development, and 
the indicated earnings of about $4 per 
share for C. & O. for 1933, have sug- 
gested that there might be an increase 
in the Chesapeake Corporation divi- 
dend rate, either with or without a 
corresponding rise in the C. & O. 
dividend. The directors of both com- 
panies were scheduled to meet last 
Tuesday for dividend action, but both 
meetings were postponed indefinitely, 
thus leaving a matter of very great 


Odd Lots 


“Odd Lot Trading” is the 
name of an interesting book- 
let we have prepared for 
small and large investors who 
are desirous of increasing 
their margin of safety thru 
diversifying their holdings. 


Send for a copy of this book- 
let, it explains the many 
advantageous features in buy- 
ing Odd Lots. 


Please mention F. W. 589 
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importance to Alleghany Corporation 
in a state of uncertainty. 

A dividend increase or extra pay- 
ment would Le of great help to Alle- 
ghany, but a substantial rise in the 
market price of Chesapeake Corpora- 
tion stock, which might come as a 
result of such action, would be of even 
greater assistance. Unless the value 
of the collateral for one or more of the 
bond issues rises to a point in excess 
of 150 per cent of the par value of 
the outstanding bonds, no shifts of 
collateral can be made. Unless a 
partial transfer of collateral from the 
1944 or 1949 maturity to the 1950 
maturity can be made, it would appear 
that the company will eventually face 
the necessity of obtaining a voluntary 
readjustment from bondholders or de- 
faulting interest on the 5s of 1950. 

On the basis of a market price of 
55 for Chesapeake Corporation and 
current market prices for the other 
securities, the collateral for the 1944 
maturity would approximate 150 per 
cent of the par value of the bonds. 
However, Chesapeake Corporation or 
the other securities would have to show 
further gains before any collateral 
could be transferred without bringing 
the coverage below 150 per cent. Even 
higher prices would be required to 
bring the collateral for the 1949 ma- 
turity above 150 per cent. The valua- 
tion of 75 per cent of par assigned to 
the Terminal Shares notes seems high, 
but it was the price fixed by the ap- 
praiser for -the trustees at the last 
reported valuation of the collateral. 

The eventual realization by Alle- 


ghany Corporation upon its investment 
in Terminal Shares notes is a matter 


of conjecture. Terminal Shares, Inc., 
owne terminal properties in North 
Kansas City and St. Joseph, Mo., which 
were under option to the Missouri 
Pacific. It appears rather unlikely 
that the court supervising the trus- 
teeship will allow any further pay- 
ment to Terminal Shares, Inc. The 
total price at which the Missouri Pa- 
cific was to have purchased the ter- 
minal properties has been criticized as 
too high. The Interstates Commerce 
Commission is investigating the sub- 
ject, and it remains to be seen what 
dspositon wll be made of the matter 
n the reorganization of the Missouri 
Pacific. Consequently, although the 
terminal properties in question have 
undoubted strategic value, it is by no 
means assured that they will even- 
tually be sold on a basis which will 
result in a return of 75 per cent to 
Alleghany Corporation on its commit- 
ment in Terminal Shares notes. 

A moderate rise in the market price 
of Chesapeake & Ohio common stock 
would solve many problems _ for 
Allegheny Corporation. Theoretically, 
Chesapeake Corporation stock should 
move 22 points for each change of one 
point in C. & O., and as a matter of 
actual experience, the holding com- 
pany’s stock has been subject to rela- 
tively wide movements in market price. 
However, until the situation is clari- 
fied, all of the Alleghany Corporation 
issues, and particularly the stocks and 
the 5s of 1950, occtpy a decidedly 
speculative position. 


STATUS OF ALLEGHANY CORPORATION BONDS 


Based on the following prices for securities pledged as collateral: Chesapeake Corp. — 55, 
Missouri Pacific common—7, Terminal Share note 75, Pittston 


Missouri Pacific preferred—10, 


Co. stock—5, Lehigh Coal & Navigation stock—10, Missouri Pacific conv. 5 ys—15. 
COLLATERAL AS OF DECEMBER 31, 1932 


Total Value Indicated 
(On Prices, 1933 Income 
Collateral Listed (Basis $2 Div. 
Collateral Trust 5s, 1944 Above) Chesapeake Corp.) 
756,000 shares Chesapeake Corp............. $41,580,000 ,512,000 
50,000 shares Missouri Pacific pfd........... 500,000 ‘waskehee 
177,700 shares Missouri Pacific com .......... 1,233,900 
a$4,066,000 par Terminal Shares notes........ 3,049,500 , b60,500 
Total $46,947,400 T 
‘otal Income, ,572,500 
Total Bonds Outstanding, This Issue..... --. $31,466,000 Annual! Interest ane 
Ratio—Valuation of Assets, to Par Value of Requirements 
Collateral Trust 5s, 1949 
449, 000 shares Chesapeake Corp...........+. $24,695,000 $898,000 
000 shares Pittston Co...... 1,500,000 09000000 
54,100 shares Missouri Pacific 541,000 
125,000 shares Missouri Pacific com.......... 875,000 esensae 
30,000 shares Lehigh Coal & Navigation..... 300,000 12, 
a$1,848,000 par Terminal Shares notes........ 1,386,000 b27.500 
Total $29,449,000 
‘otal Income. . -500 
Total Bonds Outstanding, This Issue......... $21,938.000 Annual Interest — 


Ratio—Valuation of Assets, to Par Value of 


Collateral Trust 5s, 1950 


43,900 shares Chesapeake Corp. 


146, Pittston Co....... 
Missouri Pacific 

‘200 chases Missouri Pacific com. 
546 shares Lehigh Coal & Navigation. 

$11, 152/000 par Missouri Pacific 5 1949.. 


a8_331,000 
c Cash 9d 


Total Value. 


Total Bonds Outstanding, This Issue........ 
Ratio—Valuation of Assets, to Par Value of 


a Total as of April 14, 1933. 
Missouri Pacific R.R. cR 


Terminal Shares notes,....... 


Requirements 
134% This Issue..... $1,096,900 


F $87.800 
1,366,400 
35,460 1,418 
1,672,800 
6.248.250 b123.970 
85, 
$14,053,610 
Total Income,, $213.188 
$24,532,000 Annual 
Requirem 
57% This issue. $1,226 600 


b Received before payments were stopped by bankru’ of the 
eceived in payments on principal of Terminal Shares eoten "Ss not 


be used for interest payusente. Other impounded cash not included in tabulation. 
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A rMstrone Cork, which is mentioned for early listing on the New York Stock 
Exchange, takes this week’s NRA palm with the announcement that it has to 
sign under fifteen different industrial codes. . . . Now they’re selling elec- 
tric refrigerators to barber shops to supply your cold towels. . . . One ex- 
planation for the dullness of the stock market is that most of the big operators 
have gone to Saratoga to play the horse races—and to wait and see how the new 


speculative ‘restrictions will curb trading. . . . Al Smith, who has remained 
aloof from politics much longer than expected, may get mixed up in the N.Y.C. 
mayoralty campaign this fall in spite of himself. . . . American Tel. & Tel. 


is probably the world’s largest publisher, distributing around 26 million direc- 
tories at intervals during the year. ; 


W arner Bros., the movie company, which is always being confused with War- 

ren Bros. of paving fame, is being included in the merger murmurs again, but 

whether Fox, Paramount or R.K.O. is involved no one seems to know. 

The Warren Bros., on the other hand, are pretty definitely headed for some 

lucrative roadbuilding contracts. . . . The new vacuum cleaners are being 

equipped with headlights—so your wife can do her housecleaning in the dark? 
. - And along the same line, you can now get electric lawn mowers which 


eliminate most of the effort for the grass-cutting husbands. . . . Sosthenes 
Behn of International Tel. & Tel. is the Big Ben who has been to see Adolph 
Hitler on something about the German telephone monopoly. . . . The fact 


that N. Y. C. taxicabs take in $150 millions yearly in fares and tips or more 
than all other city transportation agencies combined may have been a reason 
why E. L. Cord added Checker Cab to his string of transportation activities. 


S unny JIM FARLEY is a godsend to the stamp collectors, for he is establishing 
new records for a Postmaster General in bringing out special and commemora- 
tive issues. . .-. Andy Mellon and Henry Ford are the principal NRA stand- 
outers whom General Johnson hopes to bring into the fold soon—perhaps that’s 
why the General just bought a new Lincoln with an all-aluminum body. 

Incidentally General Johnson used to be a newsboy himself and that explains 
his objections to the newspaper code. . . . A new slot machine has been 
developed for the fair sex which delivers rouge, powder and cold cream at a dime 
a push. . . . The River Jordan of Biblical history has been dammed by the 
Palestine Electric Corporation, which now supplies that country with electric 
power and light. . . . A survey now being made of New York’s post- 
prohibition thirst prospects show rye whisky far in the lead with gin a poor 
second and champagne a poorer third—this isn’t good news to the Empire 
State’s apple industry, which hopes to make applejack a best seller. . . 


J APAN has been pushed off the front pages by Cuba and NRA, but that doesn’t 
mean that you won’t hear more about that country’s progressions or digressions 
soon. . . . The repeal of prohibition will bring with it new penalties for 
drunken automobile drivers with several states planning the enactment of special 
legislation. . . . Beer has brought many indiosyncrasies—in one state you have 
to sit down to drink it; in another you can’t buy less than six bottles at a time. 
- « « General Electric is bringing out a portable electric eye for all purses and 
purposes, utilizing the Pilotron tube. . . . The Chicago World’s Fair will 
close this fall but there is a lot of talk about reopening it next spring. ‘ 
Hopes of Russian recognition are still burning brightly but they may burn out 
before Congress gets around to taking the action necessary. . . . 


Rapto ScRAM is the new pastime which is supposed to succeed cross-word puzzles 
and jigsaws. . . . And Radio-Bar is the latest in miniature bars with a 
radio set installed. . . . Gimbel Bros., whose advertising is now Kencollinized, 
has hit upon the happy thought of giving five free lessons with each portable 
typewriter. . . . And along merchandising lines, a lot of stores are making 
more money out of renting their show windows than they take in over the 
counter. . . . Socony-Vacuum which has had Mobiloil for some time is add- 
ing Mobilgas as a sister product and also a new spot remover and cleaner. 

- + Now that Lever Bros. has well established “B. 0.” as Body Odor in 
selling its Lifebuoy soap, Procter & Gamble is introducing “M. 8S.” which 
means Medicine Smell, in featuring its Kirk’s Castile soap. . . . Schenley 
Distillers is establishing a new time record from initial offering, on to the Curb 
and up to the Big Board—the company was only ‘incorporated on July 11, 1933, 
although its predecessor companies date back to 1887. 
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What Stocks 
to Buy NOW 


UNITED OPINION Bulletin 
summarizes the latest Stock Market 
advices of 15 leading financial authori- 
ties. Gives definite buying ranges. 


eg will find this list of outstand- 
ing stocks an invaluable guide to 
action in the present market. 


Send for Bulletin F.W.-44 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. Boston, Mass. 


INVESTMENT HINTS 


and other valuable information 
on trading methods in our help- 
ful booklet sent on request. 


Ask for K-6. 
100 SHARE OR ODD LOTS 


GisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Are Stocks Still 
a Buy? 
Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 
Div. 98-48. Babson Park. Mass. 


YOU CAN BUY 
Good Securities 


in Small or Large Lots 


Partial Payments 
James M. Leopold & Co. 


Members New York Stock‘Exchange 


70 Wall Street New York 
Established 1884 


Lower Prices 
Ahead? 


Send for FREE Bulletin FWAG-19 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 
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AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


American Can 4 


The leading can makers, American 
and Continental, having completed the 
development of a tin can “beer bottle” 
have retired to the sidelines to await 
the acid test of public reception. Be- 
fore long several popular brands of 
beer will be packed in cans and dis- 
tributed throughout the country. The 
big breweries, however, have not vet 
forsaken the bottle and it is expected 
that you will have a choice of either 
bottled or canned beer for some months 
to come until the can has been thor- 
oughly tested in retail channels. If 
the drinkers of the country can be 
sold on the idea that beer is just as 
good, if not better, out of a can, the 
can manufacturers will have another 
lucrative source of revenue. However, 
it appears likely at this time that an- 
other year will be required before im- 
portant earnings can accrue from this 
source. Meanwhile, the demand for 
tin containers from the fruit and 
vegetable packing industries, as well 
as from the oil, paint and chemical in- 
dustries, has shown a moderate upturn 
with estimates in some quarters pre- 
dicting that American Can will cover 
its $4 annual dividend this year and 
that the earnings gain for Continental 
Can warrants an increase in the pres- 
ent $2 payment. 


Cuba is a two crop country: sugar and 
tobacco. Both have been hard hit by 
the depression. Discontent fed and 
ripened on it. Had Machado seen this 
situation and stepped out long ago, he 
would have spared considerable need- 
less bloodshed. 


American Locomotive 4 “D+” 


Shipping only four locomotives in the 
first half of this year, against 23 in 
the same period of 1932, American 
Locomotive could not be expected to 
show any earnings improvement; never- 
theless, the company was able to re- 
duce its net loss for the period to 
$1,362,342, against loss of $7,971,833 
in the first six months of 1932. But 
direct earnings from the manufacture 
of “iron horses” is’ not the company’s 
only source of revenue. Controlling, 
as it does, the profitable Alco Products, 
which is one of the leaders in the 
manufacture of processing plants and 
equipment for the oil refining industry, 
the company’s revenues were probably 
materially influenced by the earnings 
of this important subsidiary. It can 
be assumed that had it not been for 
the income of Alco Products, the net 
loss of the parent company would 
have been much larger. The outlook 
for locomotive building is generally re- 
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RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMONS: 


Amorada Oll............. c+ 
Amer. & Foreign Pr........C to D+ 
Congress Cigar........... c+ toC 
Hahn Dept. Store........ D+ toD 
Homestake Mining....... B+ toA 
Houdaille-Hershey ‘‘B''. D toD+ 
New YorkfAir Brake...... Cc toD+ 
C+to C 
D+ toC 
C+ toc 
eee B+ to B 
Twin City Rapid Trans......D+ to D 
United Piece Dye......... D+ toD 
Young Spring & Wire..... Cc toC+ 
PREFERREDS: 
Amer. Locomotive..........C+ to C 
Bush Terminal Bld¢...... Cc toD+ 
Bush Terminal (deb)......C to D+ 
Consol. Cigar (prior)........C+ to C 
Endicott-Johnson.......... to C+ 
Federal Light & Traction....B to C+ 
Hahn Dept. Store........ Cc toD+ 
Hershey Chocolate....... B+ toA 
Houdaille-Hershey....... D+ to C 
United Piece Dye......... Cc toD+ 
SDR +> 


garded as moderately improved but the 
unfilled orders of American Locomotive 
afford little encouragement for the re- 
mainder of the year. On July 1, 1933, 
unfilled orders amounted to $2.9 mil- 
lions, against $2.1 millions a year ago, 
an increase of 333 per cent. This 
means that the company will build 9 
locomotives in the present six months, 
thus making a total of 13 for the year. 
Financial position continues strong 
with excess of current assets over cur- 
rent liabilities amounting to $16.1 
millions or the equivalent of $20 per 
share of common stock. 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Sound Preferreds..... 25 


Hl. . .Sound Common Stocks. ..25 
IV...Speculative Securities....25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


In such an ambitious sociological ex- 
periment as NRA is engaged upon, 
numerous complexities must arise be- 
fore it can operate smoothly. This per- 
plexity is as much a drag on the market 
as is anything else at the moment. 


American Tel. & Tel. 4 “A” 


Fulfilling predictions made in this 
column last week and also in the July 
19 issue of THE FINANCIAL WORLD, 
directors of American Tel. & Tel. met 
last week and declared the regular 
$2.25 quarterly dividend, payable on 
October 16, to stockholders of record 
on September 15 and not on the 
twentieth of the month as has been the 
custom in the past. The change in 
record date was made to allow for the 
additional clerical work involved in 
deducting the 5 per cent Federal tax 
from dividend checks sent to individ- 
uals. The declaration of the quarterly 
dividend means that some _ 710,000 
stockholders will receive on October 16 
approximately $42.1 millions, less the 
new NRA tax of 5 per cent. 
of course, applies to all stockholders 
except domestic corporations. If the 
tax is deducted, it will be the first time 
that the quarterly dividend of Ameri- 
can Tel. & Tel. has been smaller than 
in any preceding quarter. 


The public is for the time being out of 
the market. Its absence is responsible 
for the current price range. Leader- 
ship is needed to revive activity, for 
without sponsorship the public is re- 
luctant to act. 


Bendix Aviation 4 —" 


A net profit in the June quarter 
about three times as large as the loss 
for the first three months of 1933 en- 
abled this company to show earnings 
of a little over 25 cents a share for 
the first half. In addition to the 
Bendix ¢crive, which is standard start- 
ing equipment on a large percentage 
of the cars produced in this country, 
and the popular Stromberg carburetor, 
Bendix has developed a number of new 
products, including Bendix clutch con- 
trol, “Startix,” the automatic starting 
equipment, and others. Substantial 
profits should be realized from these 
products assuming a sustained upward 
trend in automobile production. 


Summer with its vacation season pro- 
duces dog days. Fortunately, this year 
has curtailed this lethargy conside~- 
ably. The deferment of this lag has 
crowded it all into August and the 
month seems more dead than usual. 
After Lator Day considerable pick up 
is anticipated. 
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Checker Cab 4 “D+” 

The new acquisitions of E. L. Cord 
and his associates have been coming 
along with too high a degree of 
rapidity to suit some of the more con- 
servative element in Wall Street who 
have looked upon his ventures in 
the realms of finance as somewhat 
bold. Last week Cord Corporation 
took over the reigns in Checker Cab, 
making the second major company 
acquired in a period of two weeks. On 
August 3 the company obtained con- 
trol of New York Shipbuilding, while 
late last year Aviation Corporation 
(Del.), with its American Airways 
subsidiary, was acquired. If Mr. Cord 
is looking for companies which can 
stand a little upbuilding he will find 
room for improvement in Checker Cab 
which has suffered a declining earn- 
ings trend since 1929 and operated at 
a loss last year. Then, also, Checker 
controls Parmelee Transportation which 
has earned nothing for three years. 
The inside story on this merger, how- 
ever, affords a different slant on the 
deal. It seems that General Motors 
was once interested in buying Checker 
but could never lay its hands on the 
necessary voting stock. Mr. Cord got 
one jump ahead of the big motor com- 
pany by pinning down a substantial 
block of shares which has been closely 
held for some time. The affiliation 
between Checker and Cord is not en- 
tirely new, for the latter has been mak- 
ing Lycoming motors and axles for the 
cab company for some time past. 


. The protests against railroads cutting 


passenger rates filed by the motor bus 
operators verges on the comical in view 
of the fact that they have been respon- 
sible for the loss of a great deal of 
traffic by the roads through their low 
price competition. 


General Motors 4 


Impressive as is the 19 per cent in- 
crease in export sales of General 
Motors’ cars and trucks for July, as 
compared with the same month of a 
year ago, it must be realized that some 
part of this gain was due to the de- 
preciation of the dollar in the terms 
of foreign exchange. A cheaper dollar 
has unquestionably helped the foreign 
export market in expanding dollar sales 
volume but there has also been a 
rather substantial increase in unit sales 
as well in reflection of business im- 
provement both in Great Britain and 
on the Continent. General Motors’ 
$33.7 millions investment in Opel in 
Germany is the biggest stake the com- 
pany has in the future of the European 
motor industry and it will be from this 
source that largest earnings are likely 
to accrue. The Hitler régime has 
helped rather than hindered the sale of 
low priced motor cars and it is felt 
that any further increase in the pur- 
chasing power of the country will be 
directly beneficial to General Motors. 
The company’s $9.6 millions investment 
in Vauxhall of England is not as im- 
portant as it is not a leading factor 
in the British motor industry. 


Coal output itself has been encourag- 
ing. It has expanded with industrial 
activity. But so far as aiding the net 
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Dividend Notice 
Common Stock Quarterly Dividend No. 96 of 75 cents per share, payable 
August 15, 1933, to stockholders of record July 20, 1933. 
$6.00 Preferred Stock Quarterly Dividend No. 104 of $1.50 per share, payable 
July 15, 1933, to stockholders of record June 30, 1933. 


Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 
the initial dividend. 


PACIFIC. LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


a. 


Consolidated Statement of Revenues, Expenses and 
Cash Dividends for the Twelve Months 
Ended June 30, 1933 


OpreraTING EXPENSES AND TAXES: 

Operating Expenses $19,124.616.43 


Net Revenue Berore INTEREST . $20,259,452 83 
Deduct Bond Interest 5,374,611.86 
Net Revenue AFTER Bonn INTEREST . .  $14,884,840.97 
Deduct: 
Depreciation $7,116.044.79 
Amortization of Discount and 
Expense on Securities . . &77.678.72 
Total . 7,393.723 51 


Net RevenveE Berore DivipENpDs $7,491,117.46 
Deduct Dividends of Subsidiaries: 
Preferred Stock . ‘ $1,755,842.75 
Common Stock, Minority Interest 264 00 


AVAILABLE FoR DIVIDENDS ON PREFERRED AND 

Common Stock or Paciric Ligutina Corp. $5,735,010.71 
Dividends on Preferred Stock 999,178.60 
AVAILABLE FoR DiviDENDS ON COMMON STOCK . $4,735, 832.11 
Cash Dividends on Common Stock . ‘ 4,825,893.00 
REMAINDER TO SURPLUS). *$90,060.89 
Balance Available for Dividends ; 

on Common Stock Equals, Per Share . $2.94 
(* Deficit) 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA ST., SAN FRANCISCO 


The public utility system of... 


Standard Gas and Electric Company 


serves 1,664 cities and towns of twenty states . . . com- 
bined population 6,000,000... total customers 
1,588,055 . . . installed generating capacity 1,587,004 
kilowatts ... properties operate under the direc- 
tion of Byllesby Engineering and Management Corpo- 
ration, the Company’s wholly-owned subsidiary. 
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COMMODITIES 


CONTROL THE DESTINY 
OF 33 LOW PRICED 
COMMON STOCKS 


Today's bull market is riding on 
the wheels of commodity prices. 


This is a diff.rent situation from 
the 1929 bull market when 
commodities were soft. Today 
many obscure stocks will come for- 
ward because they are loaded 
with an inventory whose rise in 
price will multiply their profits 
enormously. 


33 of these are shown in 
our Bulletin A-3330 


A COPY OF THIS REMARKABLE 
BULLETIN FREE THROUGH A 
REQUEST ADDRESSED TO 


BOSTON. MASSE. 


Our Monthly Market Letter 
discusses the 
Locomotive Industry 
Copy sent upon request 


GOODBODY & CO. 


Members New Y ork and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 60 East 42nd Street 
ew York New York 


Branch Office 
1424 Walnut Street. Philadelphia. Pa. 


Those wishing to learn to appraise 
the trend of the market should read 


Dow Theory 
Comment 


a letter wherein the forecast value of 
“the averages” is discussed by the 
author of The Dow Theory. 


Write for copy of recent letter. 


ROBERT RHEA 


Colorado Springs Colorado 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6408 


SAFETY 


Free Copy sent. Part of Protective Trading 
Service, $150 year, 2 mos. $30. NEILL- 
TYSON, INC., 347 Madison Ave., New York. 


PLA 


FOR MARKET 
TRADING 


194 


profits of companies in the industry, it 
has not yet been reflected. That has 
gone to the power companies. 


Harbison-Walker 4 


Both Harbison-Walker and General 
Refractories will be the chief bene- 
ficiaries under the new price schedules 
for refractory brick, which advance 
quotations from 11 to 14 per cent. 
With the operating rate of the steel 
industry holding at around 54 per cent 
of capacity, some of the benefits under 
the revised prices should refiect in the 
earnings of both companies during the 
present quarter. For some time past 
the refractory brick industry has been 
ground between ruthless price cutting 
and declining demand. Neither com- 
pany had been able to show a profit 
from the close of 1931 to the second 
quarter of this year when General 
Refractories reported net of 22 cents a 
share, against a loss of 78 cents a 
share in the first quarter. Harbison- 
Walker’s report for the half-year dis- 
closed earnings equal to 15 cents per 
share, as compared with a loss of 4 
cents a share in the first quarter. 


Our unseasonal summer has done much 
to stimulate air conditioning. The ex- 
cessive heat has made people more 
receptive to air cooling than any man- 
made propaganda that could be used. 
Air conditioning is considered one of 
the industries having the broadest 
frontier to cover. 


Radio 4 “D+” 

The dip into the red to the extent 
of a 29-cent a share loss by Radio 
Corporation of America in the first 
six months was not unexpected, but it 
was a disappointment to many stock- 
holders that the company was not able 
to score some improvement in the 
second quarter. The loss for the June 
quarter equalled 15 cents a_ share, 
with a 14-cent a share loss in the 
March quarter. In some circles it is 
believed that R.C.A. has not exploited 
the automobile radio field as aggres- 
sively as some of its smaller com- 
petitors. Grigsby-Grunow, for instance, 
has arranged a contract to supply the 
new Essex Terraplane with the first 
radio set installed as standard equip- 
ment on a small car. But R.C.A. has 
not been asleep to the potentialities of 
the auto radio and even now rumors 
are beginning to circulate to the effect 
that Chevrolet, Ford and Plymouth 
may add a radio set as standard equip- 
ment to their new models. R.C.A. is 
probably closer to General Motors, 
Ford and Chrysler than most of the 
radio manufacturers and this business 
would be a choice morsel to add to 
next year’s revenues. 


By the manner in which the railroads 
are recovering their earning power 
they are constantly gathering new 
friends. This group of securities will 
play an important part this fall should 
business continue to show gains. 


Simmons 4 “D+” 


Price advances from 10 to as high 
as 40 per cent in beds and bedding 
during the early summer resulted in 
a virtual deluge of orders to the manu- 
facturers by understocked retailers and 


distributors. Sales of Simmons Com- 
pany for July alone jumped to $2.6 
millions as compared with an average 
of $1.1 million per month in the first 
half of the year. This amount was 
somewhat more than double the $1 
million sales of July, 1932. According 
to officials of the company, the earn- 
ings of the past month were sufficient 
to absorb the loss of 27 cents a share 
registered for the first six months and 
it is believed that the company will be 
well out of the red by the close of 
September. 


Investment capital continues to in- 
crease in volume, providing a substan- 
tial backlog for seasoned investment 
when fall activities are resumed. Sur- 
plus capital can not long remain unem- 
ployed. 


United Aircraft 4 “C+” 


Talk of a dividend for United Air- 
craft is being revived on the basis of 
the company’s improved showing for 
the June quarter. Earnings for this 
period equalled 35 cents a share which 
with the 15 cents a share in the first 
quarter brings earnings for the half- 
year up to 50 cents a share. This com- 
pares with 28 cents a share in the first 
six months of 1932. But the company 
has been committed to ploughing earn- 
ings back into the business for some 
time past and also to strengthening 
the working capital position. Last 
week, for instance, the company offered 
to acquire the remaining outstanding 
shares of its subsidiary, National Air 
Transport, from minority holders for 
$20 per share. N.A.T. was acquired 
by United Aircraft in 1930 on the 
basis of three shares of National for 
each one share of United. About 8,000 
shares, or less than two per cent of 
the total 650,000 shares of National 
Air Transport outstanding have not 
been converted. At $20 a share the 
8,000 shares would involve an expendi- 
ture of $160,000. 


WEEKLY RECORD OF EARNINGS 


To June, 1933 1932 
2nd Q. 


EARNED PER SHARE 6mos 6 mos. 


Brillo Mfg. Co., Inc.......... 0.16 0.32 0.19 
Columbian Carbon Co.. ..... 045 0.90 0.87 
Finance Service Co........... a0.03 
General Motors Corp......... 0.90 1.01 0.24 
0.24 0.52 
McKeesport Tin Plate Co..... 2.39 2 
McQuay-Norris Mig.Co...... 1.85 1.84 
New Jersey ZineCo........... 0.48 0.70 0.55 
oranda Mines, Ltd... ..... 0.41 0.71 0.91 
North AmericanCarCorp.. .._ p1.49 0.01 0.07 
Pacific Gas & Electric Co... . 87 1.09 
Pacific Public ServiceCo... .. 80.08 80.12 80.13 
Reliance Mfg. Co., of Illinois . . 0.67 0.78 0.11 
Standard Cap & Seal Gorp..... 0.71 1.37 1.49 
Trico Products Corp.......... 0.98 1.44 1.60 
United-Car Fastener Corp..... 0.36 0.26 0.01 
U.S. Printing & Lithograph Co. 0.96 nil 


Vulcan Detinning Co 0.03 
Young, L. A. Spr. & Wire Corp. 0.59 0.61 0.15 


Columbia Gas & Electric Corp. er 0.70 1.09 
Detroit Edison Co............ or 4.61 6.72 
Kayser (Julius) & Co......... pene 0.22 nil 
12 Months to March 31 
Electric Power & Light Corp... san 3.8 1.02 
9 Menths to July 31 
Myers & Bro. Co.,F.E. ..... 0.55 
12 Weeks to July 15 
Earnings are on common stock unless otherwise noted. 
aOn c¢ A shares. pOn preferred stock sOn Ist 


referred. ¢ On combined class A and B shares. d On com- 
bined $7 and $6 preferred. 
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Fah 12 Months to June 30 


A Turn 


for the 


Department Stores? 


wages and even shorter hours are 

good medicine for the department 
stores which, in the last analysis, de- 
pend entirely upon retail purchasing 
power for their profitable operation. 
For almost four years, however, the 
decline in spending and the continuous 
downward trend in retail prices have 
cut deeply into profit margins and, in 
many cases, have been translated into 
mounting losses for stores which were 
previously substantial income pro- 
ducers. Now a turn for the better ap- 
pears to be indicated, with retail prices 
beginning to reflect the gains scored in 
wholesale prices and the public loosen- 
ing its purse strings. With the de- 
partment stores entering their most 
profitable season of the year, the 
Christmas holiday buying period, there 
is a strong suggestion that they may 
do somewhat better than a year ago, 
when the country was passing through 
a severe stage of the depression. But 
do present prices for the leading mer- 
chandising stocks discount possible 
improvement or are there opportunities 
still available? 

A review of the progress of de- 
partment store sales during the first 
half-year indicates that the banking 
moratorium in March was not the de- 
terrent which it was generally sup- 
posed to be, for dollar volume 
throughout the country scored a mod- 
erate gain for the month over the two 
preceding months. The following tab- 
ulation compares the 1932 and 1933 
trends for the entire country with 
those of the New York Federal Re- 
serve District, according to the U. S. 
Department of Commerce: 


ry employment, nigher 


TREND OF PER 


DEPARTMENT STORE SALES INDICES 
(Monthly Average, 1923-1925 = 100) 


Entire Country New York 

Month 1932 1933 1932 1933 
ere 64 49 74 56 
cave 69 50 82 65 
net 74 68 78 
72 67 78 76 


It will be noted, for instance, that 
sales throughout the country have 
shown a moderate decline since the 
April peak, while sales in the New 
York district have remained relatively 
stable during the period. This is not 
unusual, but simply serves to empha- 
size the point that New York sales are 
not subject to as much irregularity as 
most sections of the country. And this 
also explains why the earnings of most 
New York stores have been generally 
more satisfactory than the other lead- 
ing units. 

Similarly, a review of the per share 
earnings of the twenty leading depart- 
ment stores, which have shares avail- 
able to the public, discloses that the 
more profitably operated stores are 
located in New York, where the per 
unit purchasing power of the public is 
highest. The tabulation below traces 
the earnings from the fiscal year ended 
January 31, 1929, which was the most 
profitable year in the recent history of 
department store merchandising. It is 
apparent that 80 per cent of these 
stores were able to operate at satisfac- 
tory profits in that most profitable 
year, but during the succeeding years 
the number slowly diminished to only 
25 per cent last year. For the current 
year the further casualties will depend 
upon operations in the next few 
months, but it is doubtful if the ranks 


Year Ended Jan. 31: 1929 
Abraham & Straus........ $8.31 
SAmer. Dept. Stores. 
1.93 
3.49 
3.80 

3.70 

D 
3.23 
4.82 
2.12 
0.91 
cy 6.86 
Oppenheim, Collins .............. 7.09 


*Calendar year ended December 31 of the previous year. 
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5-Yr. 

1930 1931 1932 1933 Average 
$4.80 $3.14 $3.16 $1.11 $4.10 

D D D D D 
D D 0.48 D 0.48 
3.41 2.02 D D 1.78 
4.20 4.15 3.02 {1.05 3.13 
1.08 D D D 0.97 
1.16 0.18 D D 0.58 
3.75 0.72 D D 1.63 
D D D D D 
1.85 0.71 D D 1.15 
3.89 2.03 1.75 D 2.49 
2.54 1.81 1.02 D 1.49 
0.07 0.08 D D 0.21 
5.79 4.36 3.45 2.20 4.53 
5.02 1.82 D D 2.37 
4.52 3.03 1.75 0.77 2.96 
D : D D D 0.45 
4.33 2.30 D D 2.74 
8.94 5.67 4.66 3.14 6.03 
2.17 D D D 1.91 
D—Deficit. 


WHAT 
TRADERS | 
LIKE 


About 
“Market Action” 


—is the fact that all recommenda- 
tions are absolutely definite and 
all outstanding commitments are 
reviewed each week until the op- 
portunity has been presented to 
close them out in accordance with 
the recommendations. You are 
never left hanging in mid-air. 


We Caught the Break 


The July 10th issue of “Market 
Action,” summarizing the condition 
of the market, said: 

“We expect a major reaction to be- 
gin either Saturday or Monday. it 
should eventually carry prices oo to 
about the September top of 81.3. 

Prices reached their highest i 
110.53, during the forenoon Tuesday 
a and by Friday had declined 
to 45. 


Follow “Market Action” 


Whether you are interested in 
short or long swings, “Market Ac- 
tion” will tell you what stocks to 
buy . ..and when. Send for it 
today! 


WETSEL 


MARKET BUREAU, Inc. 
Empire State Building, New York City 


oO Send free sample copy of 
“Market Action” 


0 I enclose $1 for 4 weeks’ trial 
subscription. 


ADDRESS eee 
..... 


| Whatever their nature they may be 
solvable. Reorganization and te- | 
financing of corporations of good | 
past earnings records and prospects 
Interview solicited by 


correspondence 
H; D. WILLIAMS 
120 Broadway New York City 


hat prospects for Cement, Paint. 
Renity and Allied Lines? 


Send for copy, free, of our 
“Report on Construction Stocks” 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 
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Construction? 


of the profitably operated group will 
be swelled. 

The primary factor of uncertainty 
which may prevent many of the de- 
partment stores from returning to 
profitable operations is the increase in 
payroll expense required under the 
National Recovery Act codes. Because 
present profit margins are either at 
the ebb or have vanished entirely, an 
increase in wages is hardly welcome, 
despite the fact that the managements 
of most big stores recognize that they 
must cooperate under the government 
program. New York department stores 
now have a 48-hour week and out-of- 
town stores average 52 hours. Chang- 
ing to the 40 hours specified by the 
blanket code would necessitate an in- 
crease of about 16 per cent in the per- 
sonnel of the New York stores if they 
attempted to continue the present num- 
ber of man-hours, and this would add 
about 3 per cent to operating expenses. 
In the out-of-town stores the percent- 
ages would be even larger. Since a 
profit margin of only 5 per cent on 
gross sales can be earned by the more 
efficient stores under prosperous condi- 
tions, it is obvious that earnings in the 
last half-year will suffer unless there 
is a substantial turn for the better in 
sales volume. In signing the code, one 
large New York department store ex- 
ecutive pointed out that the change 
would require that his company in- 
crease its personnel by from 25 to 50 
per cent in peak seasons of the year. 


Prospects for the Stocks? 


The prospects for leading depart- 
ment store stocks, therefore, depend 
almost entirely on the possibility of a 
sufficient expansion of sales volume to 
cover the added expense of an in- 
creased payroll. Companies such as 
Abraham & Straus, Best and Macy, 
however, because of their demonstrated 
ability to maintain earnings, are che 
only ones among the New York stores 
which -afford reasonable assurance of 
continued profitable operations on the 
basis of possible sales improvement, 
and the prices of their shares have 
already gone far in discounting any 
moderate improvement which may be 
shown as compared with a year ago. 
The balance of the list is in a rather 
speculative position, with each issue 
dependent to a large extent upon the 
increase in purchasing power in its 
particular locality. 


ROPAGANDISTS are exploiting 

the gold stocks not on the basis of 
their earnings but on the possibility of 
the Government permitting what Wall 
Street likes to call “a free gold market,” 
and pressure is being exerted to that 
end. Washington, in its anxiety to help 
every industry, would like to do some- 
thing for the gold mining companies 
too, but is itself confused as to the 
best method. Recently Attorney General 
Cummings reversed himself in the 
space of a few hours, once announcing 
that smelted gold could not be exported, 
when gold stocks promptly fell, and 
later that gold ores and gold concen- 
trates could be exported, when the gold 
stocks as promptly rose. But neither 
ruling was clear to metal executives, 
and Mr. Cummings refused to expand 
his statements. In the trade such ex- 
ports are not considered practical be- 
cause of costs, and, further, the ex- 
pense of processing would go to foreign 
labor at a time when we are very de- 
sirous of keeping it at home. 

The universal price of gold bullion 
is $20.67 an ounce in our money at 
par. As on July 19 our dollar in 
foreign markets was at its all-time low 
of 683 cents, an ounce of gold in our 
money was that day worth $30.20, 
there being a variation in the price 
as our dollar rises or falls. What the 
gold mining companies ask is that they 
be permitted to export their gold in 
bullion to the countries still on gold 
or which will pay them in gold at par, 
$20.67 an ounce, which gold money 
they would then convert into our pres- 
ent money at @ high premium. 

But our Government has to face the 
inescapable fact that last March it 
forced thousands of its citizens to re- 
turn to the national treasury all gold 
and gold certificates, to which at the 
time they had a rightful possession, 
for paper money of fluctuating value. 
What will these thousands say, the 


Electric Bond and 
Share Company 


Two Rector Street 
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Government asks itself, if a few gold 
mining company owners and _ stock- 
holders receive through export $30.20 
for what they were paid $14.27, calcu- 
lated on the prices of that same 
July 19? 

Gold production in this country in 
June was the lowest of any month in 
this century, indicating that the gold 
mining companies were withholding 
some of their ore from the market and 
awaiting developments on the export 
question. A high total for America 
is 15 per cent of the world total, and 
it amounts to only $50 millions an- 
nually, about the turnover of a large 
department store. Homestake, with 
400,000 ounces annually, does about 17 
per cent of America’s total of 2.4 mil- 
lion ounces a year. 


BOOK REVIEW 
MODERN’ INDUSTRIAL ORGANIZA- 
TIONS. By Herbert von Beckerath. 


McGraw-Hill Book Company, New 


York. 385 pp. $4. 


TRANSLATION of “Der Moderne 

Industrialismus,” this book was 
written by Professsor H. von Becke- 
rath, well-known economist of the 
University of Bonn, Germany. It 
deals with the control of manufactur- 
ing operations by the individual enter- 
preneur, by special organizations 
created for that purpose and finally 
by interference on the part of the 
government. Such a control over in- 
dustry has been developed to the 
highest degree in Germany by the cartel 
system and therefore a study of its 
practical results is of interest as the 
United States has today embarked 
upon a similar program in making the 
government a partner in the industry 
of the entire country. 

Professor Beckerath has not limited 
his observations to the mere technical 
side of industrial organizations but 
also considers the personal factor in 
the management and the human ele- 
ment in the plant as well as the in- 
fluence of national social policies. The 
human factor today is given more em- 
phasis in the endeavor to solve the 
problem of national control of industry 
and markets. The experience gathered 
in Germany in this respect furnishes 
ample material for serious study in 
order that such errors which have re- 
tarded progress in industrial oganiza- 
tion in Europe may be avoided in this 
country. The book concludes with the 
prospects of modern industrialism and 
its relations to the human element in 
industry and to socialism. 
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STOCK SIDE LIGHTS 


Cameo Studies of Interesting Issues 
Which Are in the Current News 


On the basis of current 
copper prices applied 
to the balance sheet 
of the close of 1932, 
Granby Consolidated Mining, Smelting 
& Power Company presents an inter- 
esting statistical picture. Inventory at 
the end of last year included about 50 
million pounds of copper, or about 119 
pounds per outstanding share of capital 
stock (the only capital liability). At 
the present price of 9 cents a pound 
this inventory is worth about $10.71 a 
share, having appreciated from the 
5-cent level of the year-end by about 
$4.76 a share. In addition, there was 
cash on hand equal to $1.59 a share, 
and other current assets were in ex- 
cess of total current liabilities by an 
amount equal to $1.26 a share. Thus 
a total net current asset value of 
$13.56 per share is indicated, an 
amount moderately in excess of recent 
market prices for the stock. Net fixed 
assets (after reserves) were $13.75 per 
share and investments in other com- 
panies were carried at an amount 
equal to $1.28 per share. Tota] book 
value on last year’s balance sheet ad- 
justed to reflect 9-cent copper there- 
fore adds up to about $28.60 per share 
on the common stock. 

Granby reported deficits after depre- 
ciation but before depletion for both 
1931 and 1932, but 1931 yielded a cash 
profit, i. e., before both depreciation 
and depletion. The first half of 1933 
made a showing similar to that year, 
with the deficit of 82 cents a share 
after depreciation somewhat smalier 
than the depreciation deduction. 

The properties are located in British 
Columbia, Canada, and the output is 
shut out of our markets by the 4-cent 
tariff. The ore reserves at Allenby are 
of comparatively low grade and opera- 
tions there were suspended in Novem- 
ber, 1930, to enable concentration of 
the restricted activities at the Anyox 
properties, where the ore is of consid- 
erably higher grade. Definite estimates 
of ultimate combined ore reserves of 
the company are not available, but the 
management stated in the 1932 annual 
report that reserves at Anyox would 
probably become exhausted in the next 
two or three years at the 1952 rate of 
production. Consequently, it may be 
expected that operations in the coming 
years will be subject to higher average 
production costs than have prevailed 
in the past, so that despite its attrac- 
tive asset position the stock must be 
regarded as distinctly speculative in 
character and not to be classified as 
worthy of investment consideration. 
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Consol 


Report of Public Serv- 
P. S. of ice of N. J. for the 12 
N. J. months ended July 31, 
1938, showed balance 
available for dividends of $26.8 mil- 
lions compared with $30.2 millions in 
the preceding 12 months. After allow- 
ing for preferred dividends, amount 
available for the common stock was 
equal to $3.07 per share against $3.70 
in the 12 months ended June 30, 1932. 
While this represents a decline in net 
earnings of 11.3 per cent for the 12 
months’ period, results for the month 
of July, 1933, indicate that the com- 
pany has succeeded, at least tem- 
porarily, in checking the downtrend, as 
income in that month amounted to $2 
millions, compared with $1.8 million 
in July, 1932. Gross revenues in July, 
1933, were $417,040 lower than in the 
same month of last year, increased net 
resulting from a reduction of $598,705 
in operating expenses. In effect, each 
$1 loss in revenues was matched by a 
saving of $1.43 in costs of operating. 
A very large portion of this represents 
economies in salaries and wages. 

The company operates in the state 
of New Jersey in a highly industrial- 
ized area and output during the past 
few months has reflected rising de- 
mands for power by industry. Produc- 
tion of electricity by the company has 
been running some 12 per cent ahead 
of one year ago, with progressive in- 
creases having been recorded during 
the past several weeks. The larger 
portion of this gain represents in- 
creased demands for wholesale power 
which falls in the lower price classi- 
fication so that there has not been a 
commensurate gain in revenues. Ap- 
proximately 53 per cent of total 
revenues are derived from the sale 
of electricity, a business which will be 
directly affected by the 3 per cent tax 
which goes into effect September 1 
On the basis of recent results this 
tax is expected to amount to about 20 
cents per annum per share of Public 
Service of N. J. common. On the basis 
of current annual earnings of some- 
thing in excess of $3 per share, earn- 
ings might not greatly exceed annual 
dividend requirements of $2.80 per 
share in the event no materia) im- 
provement in revenues takes place. 

The company has been singularly 
free from agitation for lower rates, 
which beclouds many utility situations 
today, and on the basis of present 
operating ratio, appears to be in a 
position to quickly retrieve former 
earning power, with a return to norma] 
economic conditions, 


DO YOU 
hold these stocks? 


THE outlook for the stocks listed below is 
discussed in our current Stock Market Bul- 
letins, copies of which will be sent to you free 


of charge. 

If you hold or are interested in any of the 
following securities, our current ulletins 
should prove of great value in the present un- 
certain period. The stocks discussed are: 


Allis-Chalmers Dw Pont 
American Smelting General Motors 
Baitimore & Ohio Goodyear 


Bendix Aviation 
Bohn Aluminum 


international Harvester 
International Nickel 


Borg-Warner Montgomery Ward 
Chrysler New York Central 
Columbia Gas Standard Brands 
Commercial Solvents Union Carbide 


Simply send your name and address and the 
above mentioned Bulletins will be sent to you 
without cost or obligation. Also an interest- 
ing book called “MAKING MONEY in 
STOCKS.” 


INVESTORS RESEARCH BUREAU INC, 
Div. 444, Chimes Bldg., Syracuse, New York 


Is It Worth 
$25.00 
To Read This Ad? 


It can be worth $25 and a good deal 
more if you write for our extremely 
liberal commission and bonus offer 
to local agents who secure new 
subscribers for THE FINANCIAL 
WORLD. Are you __ interested? 
Address: Promotion Manager, 
THE FINANCIAL WORLD, 
53 Park Place, New York, N. Y. 


DIVIDENDS 


The NorthAmerican 
Company 


QUARTERLY 
DIVIDENDS 


No. 118 on Common Stock of 2% in Com 
n.ot Stock (at the rate of 1/50th of one share 
fur each share held); and 

No. 49 on Preferred Stock of 134% im cash (at 
the rate of 75 cents per share) 

Will be paid on October 2, 1933 to respecti 
siuckhulders of recurd at the closes of 
ou September 5, 1938. 


Robert Sealy, Treasure 


LOEW’s INCORPORATED 
“THEATRES EVERYWHERE” 
August 11, 1933. 
HE Board ot Directors has declared a 
dividend of 25c per share on the Com- 
mon Stock of this Someean. payable on the 
30th day of September, 1933, to stockholders 
of record at the close of business on the 15 
day c September 1933. Checks will be 


DAVID BERNSTS&IN 
Vice President & Treasurer 


Spencer Kellogg and Sons, Inc. 


A quarterly dividend of .25 per share has been 
declared on the stock payable September 30, 
1933 to stockholders cf record as of the c!ose 
of business September 15, 1933. 

JAMES L. WICKSTEAD, Treasurer. 


UNDERWOOD ELLIOTT FISHER COMPANY 

A dividend of $1.75 a share on the Preferred stock 
and a dividend of 12%c a share on the Common stock 
of Underwood Elliott Fisher Company will be payable 
September 30, 1933, to stockholders of record at the 
close of business September 12, 1933. Transfer books 


losed. 
C. 8. DUNCAN, Treasurer. 
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Any Book 
You Want 


—on Business 
—on Finance 
—on Investment 
—on Speculation 


If you want a current book that 
is not advertised by us, we can 
get it for you at the publisher’s 
price. 


If you want a book on any phase 
of business, finance, investment or 
speculation, we can quote pub. 
lisher’s prices and titles of books 
to fit your particular interests or 
needs. 


If you want a financial book that 
is out of print and hard to find, 


we can find it for you. Out of 
print books obtainable as a rule 
show some signs of use. Their 


price may be more or less than 
original published price—depend- 
ing upon scarcity. 


PLEASE do not ask us to send 
books “to be billed” or “on ap- 
proval” or “C.O.D.” Let check 
or money order accompany each 
We pay deliv- 
ery costs; we pay the book pub- 
lishers or dealers, and we make no 
charge for this “Book Shopping 
Service.” Address book inquiries 
to 


order for books. 


“Book Shopping Service”’—~ 


THE FINANCIAL WORLD, 
53 Park Place, New York, N. Y. 
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The Commodity Situation 


a Stalemate in grain trad- 
ing and uncertainties re- 
garding immediate results of 
recovery program induce irre- 
gularity and check consuming 
demand for commodities except 
to meet nearby requirements. 
. . . Attitude toward longer 
trend of prices shows no change 
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OMMODITY prices continued ir- 
C regular with demand generally 

spotty, although there was little 
in the various situations or in major 
economic conditions generally to ex- 
plain the hesitant attitude of consum- 
ers or the unwillingness of trading 
interests to make commitments in the 
futures markets. Still, the lull was 
easily explainable on the theory that 
in anticipation of positive inflation 
steps by the Administration, which have 
not yet materialized, and because also 
of the depreciation of the dollar in 
foreign markets, consumers of com- 
modities protected their probable re- 
quirements well into the early autumn 
and are content now to await develop- 
ments in the recovery program. 

In addition to having hedged very 
liberally against their needs of raw 
materials, many processors have ac- 
cumulated stocks of manufactured or 
partly-manufactured goods which will 
take care of any demands for early 
delivery that may appear from distri- 
butors or final consumers. This is par- 
ticularly true, apparently, in the cotton 
mill industry in which July consump- 
tion showed a recession from June. 


Pegging Causes Dulliness 


Dullness in other commodities also 
may be attributed to a sympathetic 
response to the stalemate that de- 
veloped in the grain markets following 
the collapse of the speculative boom, 
the restriction on price fluctuations 
and, finally, the pegging of wheat, 
corn, rye, barley and oats at arbitrary 
prices. The first result of the pegging 
action was to drive speculative in- 
terests out of the market, and as the 
weight of speculative commitments ap- 
peared to have been on the short side 
of the market the covering of. these 
contracts stimulated prices. But fol- 
lowing this the market had to meet 
hedge sales from millers and other 
processors, and as these accumulated 
they found no buying demand. Trans- 
actions in the wheat pits virtually 
ceased, with almost unlimited offerings 
available at the pegged level. When 
the pegs were withdrawn the immedi- 
ate result was the offering of wheat 
and other grain options at the mini- 
mum low limits; as a consequence 
dealings in grains were halted, not 
only in the United States but also in 
Canada, focussing the attention of 
business and financial interests on the 


unusual spectacle of a frozen market 
notwithstanding the exchanges were 
open for business and were willing to 
function when and as buyers and 
sellers were able to get together. 

While this untoward condition con- 
tinued awaiting the point when the 
downswing should break the dam of 
buyer resistance or the taking of con- 
structive and positive action by the 
Recovery Administration set up by the 
last Congress at the behest of Mr. 
Roosevelt, it was but natural that 
other lines of business should take a 
place on the sidelines. It wa: encour- 
aging to note that there was an 
absence of concern over the outturn, 
the consensus being apparently that 
the final working out of the problem 
would clear the way for a resumption 
of constructive effort. The further re- 
covery of grain prices is the logical 
objective of the Administration and the 
early-August interference with the 
progress of this recovery was accepted 
pretty generally as being more of an 
annoying interlude than anything else. 

The crop report and forecast as of 
August 1 carried bullish price implica- 
tions, the Government report putting 
the indicated yield at 499,671,000 
bushels for both spring and winter 
wheat which contrasts with the 1932 
production of 726,831,000 bushels. 
There will be no official Canadian 
wheat report until September, but un- 
official estimates average the probable 
yield of Spring wheat at 250 million 
bushels. Advices from the Southern 
hemisphere also have an unfavorable 
tinge though it is a bit early for de- 
finite advices regarding the winter 
wheat situation in Australia and the 
Argentine. 


Cotton Continues Irregular 


Cotton has moved irregularly, gen- 
erally just under the 10-cent level, 
which would appear to be a fair price 
under present conditions and the cur- 
rently determinable outlook. The pros- 
pect is for a crop of close to 12.5 mil- 
lion bales, after allowing .for crop 
reduction under the Recovery plan 
which resulted in the plowing under 
of 10.3 million acres with a potential 
production of 4.5 million bales. Allow- 
ing for normal acreage abandonment 
the crop estimate without the Govern- 
ment-fostered abandonment, would have 
been more than 16.5 million bales. 
Nature appears to have been doing her 
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perverse bit against the Government's 
efforts to reduce the available supply 
of the staple, for the condition of the 
growing crop on August 1 was 74.2 per 
cent, the highest on record as of that 
date since 1915, with the single excep- 
tion of 1931. The large carryover of 
American cotton into the new crop 
year which began August 1 virtually 
provides a two-year supply to take 
care of the coming year’s requirements. 

While consumption of American 
cotton by domestic mills showed a 
recession in July to 600,143 bales of 
lint and 90,497 bales of linters against 
696,472 bales of lint and 81,468 bales 
of linters in June, the rate of consump- 
tion was almost 23 times the July, 
1932, figure. Consumption for the year 
ended July 31 was 6,135,595 bales 
against 4,866,016 in 1932. Exports for 
the year were 8,418,527 bales against 
8,706,858 bales the preceding year. 

The trend of the Sugar Conference 
in Washington and the overturn of the 
Machado government in Cuba induced 
great irregularity in the sugar market, 
with buyers disposed to await develop- 
ments before anticipating requirements 
more than a month ahead. 
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Money Emerges 
from Hiding 


HE most astounding reversal since 

American business turned upward 
appeared in the motor industry, cer- 
tainly at least a semi-luxury. Last 
summer the absence of new cars on 
the roads was plainly noticeable. In 
the fall the mounds of cars in vacant 
roadside lots, abandoned for junk not so 
much because the engines would no 
longer function as because the owners 
decided they could not afford to operate 
them and they were literally unsale- 
able, was equally noticeable. Last 
winter the roads were as uncrowded 
as at any time since the popularity of 
the automobile began. Cars were be- 
ing stored. 

But suddenly last spring the eye 
saw many shiny new cars which be- 
cause of their absence for so long were 
mistaken for old cars repainted. Soon, 
however, reports from automobile cen- 
ters of unexpected increases in busi- 
ness confirmed the original impression. 
People were buying new cars, and, 
strangely enough, the middle-class who 
a few months before were supposed 
to be in such great financial distress 
that their talk was of food and shelter, 
were buying more of them than the 
moneyed class, as the small sales of 
high-priced cars later proved. 

Whence came this sudden disgorge- 
ment of wealth, for in the first six 
months it had reached a total of nearly 
$1 billion, most of it spent in the 
second quarter? After the inaugura- 
tion of President Roosevelt and the 
simultaneous banking holiday, two par- 
allel but opposing opinions gripped 
the multitude, both favorable to the 
purchase of new cars: That the indus- 
trial tide had turned and the worst of 
the depression was over; that the 
dollar would sink to zero like the Ger- 
man mark. Meanwhile the optimists 
felt safer in their jobs. and the mer- 
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chants saw commodities slowly rising; 
beer came in loosening pockets at the 
rate of $50 millions a month. Em- 
ployment gradually rose. 


The fact is that the great majority 


were never at any time quite as poor 
as they believed themselves to be, but 
were more frightened than poor. The 
conservative minority withdrew $350 
millions from savings banks in a few 
months and an unknown amount, but 
probably ag great, from tin boxes, 
which it put in part into new auto- 
mobiles. 

The possession of a cai is the one 
basic desire of the American people, 
as was revealed in “Middletown,” a 
book published in 1928, which showed 
in minute detail how rich and poor, 
all resident in a certain average Amer- 
ican city, spend their incomes. The 
outstanding assertion of the authors, 
based on thousands of interviews, was 
that a car was the last thing an aver- 
age American would deprive himself 
of in poverty and the first thing he 
would buy in prosperity. It is not 
uncommon for an humble farmer in 
good days to spend one-third of his net 
cash income for pleasure automobiles 
and their upkeep. It is the great 
American hobby. 


NRA —CORPORATE EARNINGS 


concluded from page 183 


rubber industry, Goodrich has changed 
from three 8-hour shifts to four 6-hour 
shifts daily. While work-spreading 
devices of this type often mean that 
the compensation per worker is mate- 
rially reduced, they can not be effected 
without large increases in total pay- 
rolls, in view of the minimum wage 
provision of the codes. 

The wage bill of the chain stores is 
apparently being raised very sharply 
by the operation of NRA. The Great 
Atlantic & Pacific Tea Company re- 
cently announced that operations under 
the code had necessitated an increase 
of 8,340 employees, meaning an addi- 
tion of $8,264,152 to payrolls on an 
annual basis. Since the company’s net 
income for the fiscal year ended Feb- 
ruary 28, 19338, was about $22.7 mil- 
ions, it is evident that the NRA means 
a substantial decrease in this com- 
pany’s net profits unless the increased 
costs can be passed along to the public 
in the form of price increases. Many 
other similar cases could be cited in 
the merchandising business. 

It is the hope of the Recovery Ad- 
ministration that the general increase 
in employment resulting from NRA 
will so increase effective buying power 
that the increased costs of operation 
will be largely absorbed by greater 
sales, Assuming that the plan works 
reasonably well, this hope should be at 
least partially fulfilled after a few 
months have passed, but there is bound 
to be some time lag. Furthermore, 
some of the industries whose costs will 
be raised very substantially will event- 
ually have to raise prices if profit 
margins are to be maintained, even if 
the general economic trend is quite sat- 
isfactory. How the buying public will 
react to price increases is one of the 
major questions of the day. 


Third Printing 
Wall Street Ventures 
and Adventures 


Through Forty Years 
by Richard D. Wyckoff 
307 Pages. 36 Halftones (Many Rare) 


“Mr. Wyckoff was in turn runner, clerk, 
customers’ man, head of his own brokerage 
house, market expert, founder and long time 
editor of The Magazine of Wall Street. At one 
time, as market adviser, he commanded one of 
the largest individual followings in the history 
of Wall Street. Mr. Wyckoff was known 
as one of the most accomplished tape readers 
of his day.’"—Journal of Commerce, Chicago. 


“Richard D. Wyckoff wasa pioneer in the study 
of the tape, and of the technicalities of the 
market itself. At onetime his “buy” and ‘‘sell”’ 
following was so numerous that it became 
Busi Washingt 


Stock Market Technique, 1 Wall St., N. Y. 

I enclose $1 for which please send me, post- 

pe. “Wall Street Ventures and Adventures 
hrough Forty Years.’ 
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STOCK MARKET DIARY 
Loose-Leaf Record Book and Forecaster 


1. FORMS, RECORDS AND CHARTS to 
— the investor’s and trader's every 
need, 

2. 101 FORECASTING RULES. When to 
buy and sell told simply and concisely. 
The high-lights of all available knowledge 
on forecasting. 


200 Pages, Price $38.59. Pocket-size, Indezed. 
Your own name gold-stamped on flexible cover, 


STOCK MARKET DIARY CO. 


111 Sutter St., San Francisco 


We invite inquiries from individuals who 
desire to open 
MARGIN ACCOUNTS 
either in 
100 Share Lots or Odd Lots 


OUR OURRENT BOOKLET 
sent on request for FW-23 


M. C. BOUVIER & CO. 


M. C. Bouvier 


Member of N, ¥. Stock Exchange since 169 


R, A. Coykendall 


J. G. Bishop 
20 Broad St. 


New York 


BIG PROFITS 
FOR YOU! 


|F you know the right 
people; if you have finan- 
cial contacts; if you have an 
acquaintance among inves- 
tors and speculators, you 
don't need previous experi- 
ence to make money sellin 
FINANCIAL WORLD’ 
Threefoid Investment Serv- 
ice at $10 a year (Canada, 
$12). Ask for our liberal 
terms. 


Promotion Manager, 
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53 Park Place, New York 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest and profit to our 
subscribers. Upon request, and without obligation 
any of the booklets listed below will be sent tree 
direct from the houses by whom issued 


CURREN? LITERATURE DEPARTMENT 
THE FINANCIAL WORLD. 53 Park Place. New York, N. Y- 


PLEASE PRINT EACH REQUEST 
ON A SEPARATE SHEET 


MARGIN REQUIREMENTS—Leafiet explaining margin re- 
quirements has been prepared by a well-known brokerage 
house, Members of the New York Stock Exchange. 


FROM $8,000 TO $250,000,000—One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented 
a description of the history and development of this pros- 
percus corporation thet came into existence in 1886 with 
assets of $8,000 working capital, and that now has assets of 
over $250,000,000 Investors will find much of interest and 
value in this booklet. 


“STOCK EXCHANGE SERVICE FOR THE SMALL INVES- 
} TOR”—Is the title of a booklet just issued by a well-known 
Stock Exchange firm. 


SAFETY PLAN—Adopted by clients of a financial service. 
Protects trading fund, no matter whether market up or down, 
with risk of only part of paper profits. Copy of plan, con- 
—s tabulation of assumed application to trading fund, 
available. 


WHEN TO BUY AND WHEN TO SELL—An interesting dis- 
cussion o1 these quesiions from the technical viewpoint is 
presented in the folder “How to Protect Your Capita] and 
Accelerate Its Growth.” 


SOME FINANCIAL FACTS—Is the title of a 24-page booklet 
containing a brief description of the American Telephone & 
Telegraph Company and the organization and operations of 
the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in 
public utility securities. 


THE USE OF CHARTS—A leading statistical organization has 
issued a comprehensive brochure showing how charts can be 
used effectively in investing. A graphic chart chewing the 
past movements of any security will give you a clear picture 
and assist you in choosing securities of companies that have 
weathered both good times and bad. 


TRADING PROFITS IN LOW-PRICED STOCKS—Is the title of 
a.timely book just published. Clearly and completely it gives 
a unique and valuable analysis of intermediate trend trading 
possibilities in low-priced stocks. Descriptive literature will 

sent upon request. 


ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new bookiet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 


TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 


FOUR FAMOUS FORECASTING FACTORS — Explaining a 

. theory perfected by a well known institution by which a 
direct-method of diagnosis may be derived solely from the 
“Technical Action” of the Stock Market. The value of this 
basic solution of the investor’s problem is expressed through- 
out the booklet. 


ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
tages for both the small and large investor dealing in odd lots. 


EXACTING DEMANDS OF INHERITANCE AND ESTATE 
TAXES—A brief, non-technical explanation of these taxes 
and how they work, complete with tables: shows, with numer- 
ous examples, their frequent disastrous effects, without proper 
planning ; how life insurance may offset and reduce this loss. 


THE DOW THEORY-— Its development and usefulness as an aid 
in speculation as interpreted by an outstanding financial au- 
thority. Comprehensive information is now available. 


COTTON CHART, 22ND ANNUAL EDITION—This compilation 
carries in a compact manner the vital cotton statistics on the 
condition of the crop and ginning reports over a period of 10 
years, and provides spaces for keeping the card up to date 
during the current year, as new reports are issued. Those in- 
terested in cotton will find it of constant value as a reference, 
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‘WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1932 
4 WEEKLY TRADE INDICATORS aug. 12 Aug.5 Aug. 13 
“Crude Oil Production (bbis)........ 2,789,600 2,679,200 2,144,200 
Electric Power Output 000 K W.H.) 1,627,339 1,650,013 1,415,122 


tSteel Output (% of capacity) ..... 57% 57% 17% 
Automobile Production (U.S. A.) $3,867 67.017 20,766 
Commodity Price Index........... 68.3 68.3 57.9 
ug. 5 July 29 Aug. 

Clearings New York $3,351 $3.418 $3.470 
§Bank ee of N.Y C 1,70 1,706 1.728 
Total car loadings... ............. . 613,112 638,396 496.626 
*Bituminous Coal Production........ 1,128,000 1,258,000 744,000 

Financial World Index of Indus- 

eee 59.6 62.1 38.3 


*Daily Average. Age. tCram's Report. §000.000 Omitted. 
“Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 
1932 


(000,000 omitted ) Aug. 9 Aug. 2 Aug. 10 
Deposits—Outside New York City. . 9,321 9,317 9,022 
Loans on Securities—N. Y.C...... 1,775 1,778 1,672 
Loans on Sec.—Outside N. Y.C.... 1,993 1,994 2,388 

*Investments—New York City...... 1,050 1,058 
*Investments—Outside N. Y ‘see 1, 1,905 1,899 
Total loans and discounts...... cee 8,538 8,546 9,472 
Total commercial loans............ 4.770 4,774 5,412 
Total net demand deposits. .... 10,495 10,475 10.079 
Total time deposits 4,575 
Total brokers’ loans.....cccccccecs 876 345 
4 RESERVE SYSTEM 
Federal Reserve System gold ratio. . 68.4% 68.4% 59.3% 
New York Federal Reserve Bankratio 59.9% 59.7% 540% 
Total Money in Circulation........ $5,608 $5,618 , $5.707 


*Other than U. S. Govt. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1933 1932 
Par Aug.15 Aug. 16 1 Aug. 16 
4.86 34 England..... $4.41% $3.48 \% | Copper ..$0.09 $0.05 4 
1.00 Can. Dollar 94.31 87.00 Cotton. -0885 0755 
3.92c France..... §.24% 3.92 34 14.34 
5.26 Ital 7.04% 5.11% | Rubber. -0719 0355 
13.90 Belgium*....18.73 13.88 Silver.... . 28 be 
23.82 Germany... .31.95 J Sugar.... .034 .0318 
49.85 Japan.......26.39 24.31 Wheat... .92% 61% 
11.96 Brazil.......t8.50 7.20 
*Belga. §September futures. tNominal. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectiona! business condition 
L ings from the 15th to the 15th generally indicate earnings for the 


current month. Weekented Same 


ee July 29 week, Change 
Eastern District 1933 1932 % 
Chesapeake & Ohio...... ,807 22,775" +48 
Meve., Cinn., Chicago & St. L on 21,146 15,558 +36 
Delaware & Hudson.............. 13,228 10,754 +23 
Delaware, Lackawanna & Western.. 15,164 13,262 +14 
27,527 21,176 +30 
New York, New Haven & Hartford. . 23,06] 18,919 +22 
Now York Contra... 96,922 70,569 +37 
New York, Chicago & St. Louis... 138,122 10,360 +27 
24.741 15,186 +63 
8.92 6,672 +34 
Reading.......... 28,874 22,280 +30 
Western Maryland. 7.849 4,886 - +061 
Southern District 
Atlantic Coast Line... 11,157 8,817 +27 
26 255 24,652 + 
Louisville & Nashville............. 4, 16,735 +43 
Southern Ry. System............- 34,491 23,235 +48 
Northwest District 
Chicago & Great Western......... 4,772 3,998 
Chi., Milw., St. Paul & Pacific..... 24.609 20,278 21 
Chicago & North Western......... 31,479 21,186 +49 
Great Northern. 13,501 9,742 
Northern Pacific........ 10,551 8,654 
Central West District 
Atchison, Topeka & Santa Fe...... 21,436 24,283 —12 
Chicago, Burlington & Quincy..... 22.464 18,024 +25 
Chicago, Rock Island & Pacific .... 17,291 17,365 Baba 
Chicago & Easternflllinois. ....... 4,629 3,909 +18 
Denver & Rio Grande Western... 4,025 3,070 +31 
Southorm 25.941 25.060 +4 
16,614 16,024 + 4 
Western Pacific......... 2,515 2,909 —14 
Southwestern District 
Kansas City Southern............. 2.622 2,313 +13 
issouri-Kansas-Texas 6.887 6.373 + 8 
Missouri Pacific........ 20,303 18,455 +10 
St. Louis-San Francisco........ css 10,082 9,875 +2 
St. Louis-Southwestern........... 2,922 2,933 
Texas & Pacific....... 6.188 5.737 + 8 


(Compiled from American Railway Association figures) 
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